NLWJC - Kagan
DPC - Box 002 - Folder 017

Budget Materials [2]



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

THE DEPUTY DIRECTOR

July 14, 1997

MEMORANDUM FOR DISTRIBUTION
FROM: JACK LEW
SUBIJECT: Quick Review of HBC Revised Side-by-Side

Attached for your quick review is the latest version of the reconciliation spending provisions side-
by-side proposed by the House Budget Committee majority staff. We understand that both the
House and Senate majority agree on this document.

In this version, HBC staff deleted most of the Administration’s policy arguments for opposing or
supporting a particular provision, and separated the White House Position and the Agreement
columns. With the separation of the White House Position and the Agreement columns, we
should add back language from the earlier version, and perhaps in some cases augment it.

We no longer have the electronic file, so we need to provide comments in the form of marked up
edits to the side-by-side. The version you signed off on -- which includes the Administration’s
policy rationale -- is also attached for your reference.

Please return your comments by 4:00 pm today to Janet Himler 5-7224, room 253 or Jill
Blickstein 5-5883, room 251. We will be returning a master set of all comments to the
Committee today.

Thank you.

Gene Sperling/Chuck Marr

Bruce Reed/Elena Kagan/Chris Jennings/Cynthia Rice
John Hilley/Martha Foley/Barbara Chow/Janet Murguia
OMB PADs
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MAJOR POLICY ISSUES TO BE RESOLVED
IN RECONCILIATION CONFERENCE

srs

Prepared by the Majority Staffy; Houseand Serate Comniinges oa 8 BUdger

11 July 1997

HOUSP-PASSED BILL

SENATE-PASSED BILL

WHITE BOUSE POSITION

BUDGET AGREEMENT

MEDICARE

MedicarePlus/Medicare Cholce -

Paymants to
MedicaraPlus
Health Plans

Carves out of amounts sttributable te disproportionste
share haspitals [DSH], indirect medical education
{IME] costs, end direct medical educstion [DME]
caosts.

- COMMERCE — Phascy out amounts over 5 years.

~ WAYS AND MEANS — Maintsins amouats in

MedicersPlus payments.

Carves out DSH, IME, and DME From the Medicare
Choice payment over 4 years,

Supports Senatz and Houss Commerce provisioos on
carve-oul.

[rer.

No explicit assumption.

Capitation
Payment

Derive fram a blend of loca) and Inpyt price-adjusicd
oxticnal costs,

- COMMERCE — 70 peroent local, 10 percent
nsticnal.

« WAYS AND MEANS — 50-50 blend, updates links to
growth in FFS Medicare.

Uses 8 50-50 bleaded paymeat of local and cational
costs that are not input price-adjustzd, Growth in
paymeots tied 1o GDP growth,

Supports Commerce 70/30 blead,

Assumes reforming mansged care
payment raethodology lo address
geograpbic dispuritics.

RECONCILIATION CONFERENCE ISSUES
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HOUSE-PASSED BILL

SENATE-PASSED BILL

I WHITE HOUSE POSITION

|

BUDGET AGREEMENT

MEDICAHRE [MedicaraPlus/Medicam Cholca] {(tontinuad)

Minimum
Nontly——
Payment/
Minktyum
Updata

- COMMERCE — Floor of $350 In 1998. Sew payment
uof 100 perceat of 1997 rate fST 1998 10T pasctnt for——
199%-2000, 102 percent for 2001 and beyend,

- WAYS AND MEANS — Flaor of $350 for 1998;
finjmum payment increase of 102 percent of the prior
year's rate.

Initiafly sets $350 payment floor and misimum

| IsErere; SUrpTovider M

to 85 percent of national average (over $400), foanced
by reducing minimum ingrease to zero,

Supports ths House link to fee-for- service payments;
e COMBRRE {50, T M Hne PRy I mE

adjustment,

Assumes reforms to sddress

I Eeoaptireiepetiee—-

Assumes structural reforms will

RECONCILIATION CONFERENCE ISSUES

MIA's Provides for medical savings secount demonsiation, "‘Allows 100,000 earollees. Limits cost-sharing to Supports Segaté with currcat law “balance billing”
allowing 500,000 individuals to earull, amounts allowed under HIPAA. Yimitations. Demo should be as small as possible and include provisions lo give
limited geographically for o trizl period (c.g., two beceficiaries more choices among
i States for 3 yeurs). competing bealth plans, such as
S ) P§0‘l and PPO's,
Private foo- No provisicn. Private fee-for-service option. Allows beneficiaries to | Strongly opposes any provision 1o allow “balance Assumes structural reforms will
for sarvice add funds for health care services. billing.” include provisioas to give
beneficiaries mere chojces among
competing health pieas, such as
PSQ’s and PPO's.
Other Medicare Issues
Home Health | Transfers home health speading (afler 100 visits ornot [f Phases [n transfer over 7 years. Supports House Commerce Comminee provision Assumes exuending solvezcy of the
$pending following u hospitalization} from Part A to Pant B. because it is explicitly consistent with the Agreement | Part A trust fund for at feast 10 years
Trancter and extends the life of the Trust Fund by 2 additional )} through s combiaation of savings
» COMMERCE ~ Makes eatire trans{er immediately, years. and sguctural reforms (Iacluding the
home health transfer).
- WAYS AND MEANS - Phases in tansfer over 6 I
years.,
PAGE]
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] HOUSE-PASSED BILL SENATE-PASSED BILL WHITE HQUSE POSITION BUDGET AGREEMENT
. MEDICARE [other Madi¢are Issuss] {continued)
EllgbiNty No provisicn. Cooforms Medicare eligibility age to Social Security's || Strongly opposes. No explicit assumption.
Age - Tormi eat age, saving $10.2 billion from 2003
through 2007 and reducing Medicare's long-temn
_________ deficit by 0.2 percent of payroll.
Income- No provisics. Phases up premium from current 25 percent of Supportlve in concept but opposs bow policy is No explicit assumptiou.
Ralated program costs to 100 percent, saving $3.9 biilion over || structured in the Senatz. Prefer 75-percent phascaut,
Premtum 5 yeass, $19.6 billlen over 10 years, Phass-lo would be [ Indexing (ncome thresbolds to aceount for inflation.
over income rangex: for single perrons with incomes Adminlstation by RS s the caly feasible option in
- || of 550,000 to $100,000; for couples with incomes of [ the near-term.
§75,000 o $125,000.
Home Heaith || No provisicn, §5 dollar copayment applying only to home health Strongly opposes. No explicit tssumption.
Copayment visits paid from Part B; capped et anoval bospital
deductible; saves $4.7 billion over § years.
Madical - COMMERCE —~ Limits oonzconomic damages to No ptovision. Strongly opposes House provisions. Na explicit agsumption.
Walpractics || $250,000 and implements other reforms,
- WAYS AND MEANS — Limits nozeconomic
damages to §250,000 and implements olher reforms. ]
10-Year WAYS AND MEANS -~ $186 billion. {(Commerce doos || Saves $447 billion over 10 years. Senaee bill falls | year short of the Agrerment, $434.0 billioa et savings over 10
Savings not have jurisdiction over the full amgunt.) according to CBO. years, md extend Iife of the Trust
Fundby stleast 10years. oo
VADoD Med-  f No provision, Requires managed care and fec-for-servics Supports inclusion of VA znd DoD subvention No explieit assumptios,
keare Sub- demonstrations of Medicare reimbursemment to the demonstrations, but wants changes 10 address concems
~venilon . Departrnents of Veterans Affairs and Delense. with fee for service nod payment rate compoacats of
Pamon- the DoD demonstration,
strations

RECONCILIATION CONFERENCE ISSUES
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HOUSE-PASSED BILL B

SENATE-PASSED BILL

WHITE HOUSE FOSITION

BUDGET AGREEMENT

MEDICAID

Tota] Savinms

Saves $12.9 billion, wfter adjusting the CBO-reported

Saves net of $14.7 billion over 5 years.

Supports $13.6 billion in oet savings and spending oo

07/11/87 FRI 17:22 FAX

ofihe

child health insurance initiatives.

D "

Assumnes net Medicaid savings of

4Y.

b3H
Reductions

Reduces disproportionete share hospital [DSH]
peyments by $15.1 billion gross over § years by
establishing additionai caps oo Stats DSH allotments
for fiscal years 1998-2002, The State DSH allomments
for States o which 1995 DSH payments were less than
1 percent of total medical gysistance spending would
be frozen at the level of payments for DSH
wdjustments in those Statey in 1995, For States
classified as “high" DSH Stules for fiscal year 1997,
DSH allotments would be reduced fron the higher of
1995 or 1996 payroeot levels. The reduction
percentage for “bigh”” DSH States would be cqual v 2
percent in 1998, 5 perceni in 1999, 20 percent o 2000,
30 perceat in 2001, and 40 percent in 2002, All other
States” DSH payments would be equal to the higher af
1995 or 1996 DSH payments levely reduced by ope
half of the reduction percentages for “high™ DSH
Stales,

Reduces disproportionate share hospital [DSH)
pryments by $16.0 billion groas over § years by
ostablishing addidonal caps on Stax DSH allomens
for flscal years 1998-2002. Freezes very low DSH
States for 5 years (below 3 percent DSH), low-DSH
(above 3 percent but below 12 percent) get phased-in
15-percent reduction from their aliotments; high DSH
(sbove 12 percent) get a phased-in 20-percent
reduction and a phase-out of any 1pending for mentad
bealth Mcllities from their base DSH sllotmepts, Also
spplies new restrictions on vting DSH for menta)
health Facilities and requirey States to prioritize
paymects to hospitals based on their low-income
utilization rate.

As in OBRA 1993, DSH policy should be desigoed to
avoid undye hardship on any State;

- Suppors President’s 1998 budget proposal, which
takes an equal perceniage reduction From a Stare's
total DSH spending, up to an “upper limit."

« DSH savings should be linked to & Federal standard
for targeting remaining DSH funds to nezdy hospitals.

- Supports House provision requiring States to make
DSH payments directly to qualifying hospitals (rather
than through managed care paymeats),

Assumes saviags are derived fom
reduced DSH paymeots and
fexdbility provisions.

DC and
Poerio Rico

No pruvision,

Increases FMAP for DC to 60 percent for 1958
through 2000; increases payment for Puerio Rico by
$30 million in fiscal year 1998 plus increases for other
territaries,

D.C, — Opposcs Secoate sunsct in 2000 and supports
incrensing motch rete to 70 percent (e in President's
1998 budget).

Puerto Rico — Supports adjustments for PR and the
terzitories i the President's 1998 budget.

Assumes a higher mateh for DC and
an inflation adjustment for Puerto
Rico and other territories.

RECONCDRLIATION CONFERENCE ISSUES
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" HOUSE-PASSED BILL SENATE-PASSED BILL WHITE HOUSE PDSITION BUDGET AGREEMENT
WEDICGAID (continusd)
Nedicare Spends §$1.5 billion over § years (n Medicaid for Creates & now Medicare block granl, $1.5 billion over (| Supports finencing the cost of the full Medieare |j Assumes S1.5 billion over 5 years to
Part B premium sssistance for seniors wilh incomes of 120 § years, 1o Stales to providé premitim nssistance for prerolum through Medicald. tai¢ e impact of increasing
Promium percent (o £75 percent of paverty. Covera the full bencfciaries between 120 percent and 150 percent of Medicare premivrus oo low-income
Protection Medicare premoium for those with Incomes up to 135 paverty. Objects to Sepate provislon Lhat uses s Medicere graat || beneficiaries,
peecent of poverty. For seniors with incomes betweea for this assistance that sunsers {a 2002
135 and 175 percent of poverty, the assisance covers .
that partion of the Medicare Part B premium increase
i sitributable to the hame health spending transfer. N Il
Medicald No provision. Allows States to require limited cost sharing for Stroagly opposes Senate provision far optional No explicit assumption.
Cost Sharing optional bepefits; prohibits cost sharing for children beosofits. The Administratiop is concerned that the
under 18 in families with Incomes below 150 percent || Senate bill could compromise beneficiary sccess to
of poverty. quality care. Strongly supports Sepate provision
N prohibiting cost-sharing for children.
1115 Watvera || Extends expiring 1115 Medicaid wajvers, Extends expiring 1115 Medicaid weivers without Support continuing policy of budget aeutrality. No explicit sssumption.
and Provider ’ regard lo budget acutrality. Also decms provider taxes
Tax Walvers ) as approved for one Sule, . -
Ratum-to No grovision, Allows States to allow warkers with disabilities whose || Supports President’s 1998 budget proposal, which Mo explicit assurnplion,
Work eamings are below 250 percent of poverty ta buy into )l would not limit eligibility to people whose eamings are
Medicaid (Under current law, Siaies may exceed 250- || below 250 percent of poverty.
e percent-of-poverty lavel for Medicaid eligibility.)
Criminal Amend Section 217 of HIPAA to provide suictons Ameod Section 217 of HIPAA to provide sanctions Supports repeel of this section. No explicit assumpticn,
Panatties for |l only agninst those who help people to dispose of assets {{ only ngainst those who help people to dispose of assets
Asset in order to qualify for Medicaid, in order to qualify for Medicaid.
Dhasiiure

RECONCILIATION CONFERENCE ISSUES
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“ HOUSE-PASSED BILL SENATE-PASSED BILL WHITE HOUSE POSITICN BUDGET AGREEMENT
MEDICAID (continued)
Madicald Requires Stotes to thow that their State-desipned No provision. Supports House provision. No explicit assumption.
~ Wanagement | Medicald mATRZemIEnr Ty Y ANTY TIERT O OOIE-bESES
Irtormation || performance standards and would permit the collection
|| aod analysis of person-baszd data. . e
Alaska Nao provision. Increascs Federal Medicaid matching rate for Alaska. Opposes change (o single-State FMAP io the abseaee || No explicit assumption,
Medlcald of efforts to examine brozader alternaltives.
Mzich Rate e _— Cmsamne s shane et ansen
Paymant No provision, Allows States to use Medlcald payment rates when No position. No explicit sssumplics.
Ratss for determining whether any cost-shering js owed for
GME's and QMBEB's and dual eligitles, for et savings of §2.1
Tua! Bigibiss billion over 5 years (35 billion in Medicaid savings,

$2.9 billioa in Medicare costs.)

RECONCILIATION CONFERENCE ISSUES
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HOUSE-PASSED BILL ]l SENATE-PASSED BILL WUITE HOUSE POSITION BUDGET AGRREMENT
WELFARE-TO-WORK
Palr Labor Applies [anguape from the 1988 law creating AFDC No provision. Supparts Sensts position and strongly ogﬁ No explicit assumptions.
Standaras JOBS t indicate that participants in publie sector or | minlmum wage and welfare work requiremen
Act ton-profit workfure activitics are not employees under proposnls in House bill,
the Fair Labor Standards Act end other employment
laws.
Specifies maximum number of hours states cno require || No provision. Supports Senate position (no provisica).
beneficiarizs to work by counting TANF and Food
Stamp beaefits es wages for purpose of the minimum
wage. "
. Providas limited nondiscrimination and grievance Provides grievance procedures and other warker Supports extending Senmte provisions on grievance
. procedure guidellnes and other workes protections to protections lo WTW greant funds, procedures and worker protections to all working
TANF work sctivities for workfare. welfare recipicots under TANF. .
amnt - WAYS AND MEANS — Provides 50 percent of 75 percent of funding by formula, 25 petceat through Supports Ways and Means provision in House bill. No explicit assumptions.
Distribution funding through formula grants and 50 pereent thraugh [j competilive grants,
Farmuls competitive grants awarded by Labor.
- EDUCATION AND THE WORKFURCE — Provides
95 percent of funding throwgh formula gran's aad §
! ]| pescent through competitive grmots awarded by Labor. e
WTW Feders! || Department of Labor. HHS. Department of Labor. No explicit assumptiors.
Adminkster
Ing Agency

RECONCILIATION CONFERENCE ISSUES
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HOUSE-PASSED BILL SENATE-PASSED BILL WHITE HOUSE POSITION ] BUDGET AGREEMENT
WELFARE-TO-WORX (continued)
Waitars-to- Provides nondisplacement protections to all welfare- Limits nondisplacement protections to recipients under [{ Supports extending Senate provisions on Mo explicit assumprions.
Work to-work grant funds. e | welfire-to-work funds {und not TANF). nondisplacement to ¥
Nondisplace- under TANF.
manl
WTW Local Private Industry Councits (PIC's) Local TANF agency Supports House positiop (PLC"s) that cities and other No explicit essumptions.
Progrem Ad- Iocal areas should manage @ substantial aaount of all
eninlstration WTW funds. i
Pectarmance || No provision. Provides a performance boaus to States that are Supports mechanism to provide incentives and rewards {| No explicit assumptions.
Fund - [lsuccesstful at moving welfare recipients into work by for placing the hard-ta-serve. One epproach would -
augmeniing the existing TANF performance bonus require Governors to usé 8 share of their discretionary
- fund iz fiscal year 2003, Provides funding overa 3- funds and the Secretary of Labar to use a share of
- year period between fiscal year 1998 and fiscal year compelitive fusds to reward high-achieving welfere-to-
) 2 2001, thun generating outlays in fiscal year %002. work programs,
Yocational - WAYS AND MEANS — Limits TANF beneficiaricy Continues lo permit States to calculste up to 20 percent || The Administration urges the Conferees to drop these )| No explieit sssumpticns.
Education counted toward meeting work participstion of their TANF cescloads participating in vocational provisiona,
Counted as roquircments to 30 percent of the total gumber of educatica &3 meeting the work requirement, but
Work Under persons meeting the requirement rather than 20 percent || eliminates current cequirement Lhat teea mothers
TANF Work of 1012l TANF caseload. Teen parents In high school sitendiag high school be counted as part of that 20
Raquire- are not required 1o be counted within the 30 percent. percent cap,
ments

- EDUCATION AND WORKRORCE — Lirits TANF
beacficierics a State can count who are in yocalional
education to 20 perceat of the total sumber of persons
meetiog the work requirement cather than 20 pereent of
the total TANF caseload. Teen motbers in high school

continue to he counted undet_lgg 20 percenl cap,

07/11/97 FRI 17:23 FAX
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HOUSE-PASSED BILL SENATE-PASSED BILL l WRITE HOUSE POSITION BUDGET AGREEMENT
WELFARE-TO-WORK (continyed)
831 Stute Elimioates "maintenance-of-effort” requiremeat that No provision. Stroagly opposes repeal of the MOE provisien, No explicit assumptions.
Supplements || prevents States from loweriag Siate supplemental SS1 T
AT Y kb PURp | pm:nu' v . L T e e P e T T

TANF Removes the requirement that States wansfer $2 to No provision. Oppeses House provisicns. No explicit essumptions.

Tranwfors tv  |{ child care activitles for cvery $1 in TANT block grant

Title XX fungds thar they gansfer 1o the Title XX Social Services

Block Graat.
IMMIGRANTS

Allen = Restores eligibility for $ST and Medicaid for qualified  }| Reatores eligibility for $SI and Medicaid for quaiified [t Supports Senate provision, (The President stated in a Assumes restoring SSI and Mcdicaid
Elgsiity for | aliens who were in the country and on the benefit rolls || aliens who were in the country and on the benefit rolls | June 20 lettee that be will not sign tegisiation that does || eligibility for all disabled legal
$31and receiving $51 as of August 22, 1996, Legal aliens who || receiving SSI benefity as of August 22, 1996, not include the policy that protects immigrants who are | immigrants who are or become
Medicald were in the U.S, but nol receiving SS1 benefits are Provides elipibility for SSI benefits to logal alicos who || or become disabled.) disabled end who entered the United

incligible for benefils if they become disabled in the
future. Total cost is $9 billion over § years.

eotered the U.S. prior to August 23, 1996 and who are
ar who become disabled in the future.

Gives States the option to exempt immigrant children
from the § year ban on Medicaid. Exempts immigrants
fror 551 ban who are 3o 1everely disabled they are
unsble to naturalize. Tatal cost is $11.6 billica over §
YORrs,

Supports Scome provisions.

States prios lo August 23, 1996,
Those disabled legal immigrants who
entered the United States nfter
August 22, 1996, and are on the rolls
before June 1, 997, sball not be
removed.

RECONCILIATION CONFERENCE ISSUES
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| FAQUSE-PASSED BILL R SENATE-PASSED BILL

WHITE HOUSE POSITION ] BUDGET AGREEMENT

WELFPARE PRIVATEZATION

Wattsra Permits any State to cootract with e private sector

- wrtation— Fenlity 15 G000 INGSTE verificntion and eligibitity =

detenuinations for Food Stamps and Medicaid. (A
similar provision for Medicaid is included in the
Commerce Committes title.}

No provision.

Strongly opposes House provision and urges the No explicit assumption.
Conferees to follow the spproach taken by the Seomte

{Le., no provision).

FOOD STAMP3S

Work Hots Provides Simley with $680 mitling in new Rmding over
5 years for Educalion and Traising activities within
Food Stamps. At least 80 perceat of the total Food
Stamp E & T funding of §1.1 billion would be

* carmarked to able-bodied adulls subject to the work
requlrement. Job search and job search trnialog would
oot be an allowable usc of the funding carmarked for
able-bodied adults. CBO assumes the policy will
generate 205,000 work slots that kesp nble-bodied
sctults subject 1o the wark requiremaent eligible for
benefits over § years. Bul othes activitics that do nol
mexl the work requiremeats would be permissible,
Requires Stales (0 maintain 100 percent of 1996 levels
in order to receive new 100 percent Federal funds.

Provides $840 milllon in funding Lo create additional
Education & Training positions within food stamps.
Requires the Secretary of Agriculture to establish two
different reimbursement rates for States accessing
Lkese funds, A higher rate wiil bo paid to states
drawing down funding [or placing persons subject to
the work requirement in work slots which kecp those
perscos eligible for food stamps. A lower
reimbursement rate will bs paid to states that use
funding on aclivitics that do not kocp persons subject
10 the work requirement eligible for beecfits, CBO
assumey this policy generales 250,600 work slots over
5 years that keep people eligible for beaefiis meet the
work requiremeats. Requires States to maintain 75
percent of 1996 lgvels in order to receive new or
existing 100 percent Federal funds.

Administration endorses Senate reimbursement Agreemeat provides for sdditional
structure and House provisions for maintesance of and redirected E&T funds =io create
cffort io arder to ensure that the maximum number of || additicoal work sioty for individualy
slos are created. subject to the time limits™ 10

maximize the number of new slots.

RECONCTLIATION CONFERENCE L3SUES

PAGE 1D



GioLz

07/11/87 FRI 17:25 FAX

1B FOUSE-PASSED BILY, I SENATE-PASSED BILL WHITE HOUSE POSITION | BUDGET AGREEMENT
CHILDREN'S HEALTH
Total Spends $15.9 billion over 5 years for children’s health  §f Speads $24 billion (preliminary scoring) for children's || Supports: Assumes speoding $16 billion over 5
Spending insurance or services. tenlth instmnce, including tho $8 billion edded from years.

the tax bi] (22 below).

- Senate definition of benefity, limits on cost-shering.

- State optico in House bill 1o spend grant money on
granty, Medicaid, or a combinstion of Lhe two (Senele
tequires States to choose only one).

- Swong maintenance of efert provision and the
Senate bill probibltion oa using provider taxes and
donstions to fund States' shere.

- Using same match rate for Medicaid and grant
programs, &s in Senste bill.

QOpposes:
« Provisions that allow States ta pay for family

coverage Or pay the employee's share of coployer-
1ponsored insurance in the House bill,

No provision.

Provides an additional $8 billion in the tax bill.

Supports using all of the revenue from the tobasco ax || Asswoes speading $16 billion aver §
for initiatives that focus on the ceeds of children and yewrs.
health. Opposes sunset in this funding after 2002,

Mecicakd Atlows, but does not require, States ‘o restore

Na provision.

Agrecment calls for the restoration of these benefits. - § {f mutually agrecable, the funding

Benafts tor Medicaid benefits for children losing S51 beacfits The Administration suppons fiscal year 1998 could be wsed to restore Medicaid
Chitdren bectuse of new, tighter S81 standards for childhood President's budget provision, which guarantees for currcot disabled children losing
Loatng 831 ) eligibility. ' ' Medicaid covernge for these childred, §81,
Banwfits

PAGE 1]
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HOUSE-PASSED BILL

SENATE-PASSED BILL

WHITE HOUSE POSTTION

| BUDGETAGREEMENT

CHILDREN'S HEALTH (continued)

Does not allow States to use grant funds for the direct

Strongly opposes House direct services option.

~————

Assumes Lhe revenues will be used
in the mast cost-effective mannet
possible to exprnd coversge and
services.

Roquires States tn choose betwoen Medicaid and &

Supports House provision.

Assumnes funding could be used for
Medicaid, caanu, or bath,

Includes a ceiling of 200 percent of poverty for

Opposes Seas'e provision.

Assumes resowces will be used for
low-iscome and uninsured children.

Same as House. Also includes in the Medicaid section
s managed care sanction provision to change the
dsfinition of "medically necessary” to exclude
nbortion services except under certain circumstances.

Strengly opposes linitog access to medically

necessary benefits, including abortion services.

No explicit ssmurnption.

HEALTH INSURANCE FOR SMALL BUSINESSES

Dlrect Allows States to usa grant funds for for the direct
Proviston of |l provision of health care services, provision of health care services.
Sarvicas
Funding Allows Slates 1o spend grant funds on Medicaid, a
ftructire grani program, of a combination of the two, grant optior.
Eigiblity Defines targeted low-incorne children as those whose
family income exceods the Medicaid applicable levels || eligibility.
bul does oot exceed an income level 75 prrcentage
points higher than the Medicaid applicable income
. level, .
Hyde Extends to childrea’s health inilistive funding the
Amerdment | Medicald appropriations prohlbitions on Medicaid
paymeat for sbortion scrvices,
MEWA Includes Jegisiation allowing small businesscs and No provision,

erganizations to offer heslth insurance, extending
ERISA preemptions and State regulstions, requiring
solvency standardy for association health plans, aod
olher repulatioas.

Srongly opposes House provision.

No explicit astumption.

RECONCILIATION CONFERENCE ISSUES
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advanced, advertiser-based television services, but
failed o utilize it fulty,

broedeasting, but opted ta wlilize it for ancillery
services,

HOUSE-PASSED BILL SENATE-PASSED BILL WHITE HOUSE POSITION BUDGET AGREEMENT
SPECTRUM AUCTIONS
Analog Authorizes the FCC to auction frequencies that are Comparsble provisian, except that the FCC is required [} Supports hard cutofT date with autharity to extend for || Codify current FCC plans to reclaim
Retam currently allocated for analop lelevision broadeasting. || to delay the return it the S-percent test is wol met smal and rurel markets, Agreemeant assumed that this | surphus "analog” brosdeast specrum
Imposes a time |gmit on the television liceasen that auction would tzke place in 2001 with & o cutnff after broadcasters have migrated to
authorize antlog television services. Allaws the FCC dare for analog broadeasting in 2006, aew digim! channels.
to exteod the time Yimit if more than § percent of the '
houscholds in a masket rely exclusively oo analog
television signals. o
Vanity Dots not authorize the FCC to suction the so-called ~ || Does mot suthorize the FCC to auction the so-called Supports suthorizing FCC 1o auction vanity tslephone || Authonize the FCC to award new
Humbers vanity telephone numbers. vanity lelepbonz numbers. nurobers, geazeations of toll-free vanity
tefephons oumbers through en
— ! suction.
Bankrupicy No provision, ' No provision, Sceks authority to tllow the FCC o revoke and No explicit assumption.
- reauction o license when a licensee declares
bankruptcy, e
Fedweul No provision. Authorizes reimborsement of Federal ageoeies forthe || Administration supports reimbursemenl. No explicit assumption.
Ra tm beree- costs of relocating to new spectrum bands so that
manrt spectrum they are pow using may be made availeble by
—— the FCC for auction for commercialuse. M . s
Spectrum Does cot mclude 2 penaity fee that would be levied Does not include this penalty fee. Propases ¢ fee (0 bo levied againsi entities that As authorized by current law, &
Penalty againsi those gatities who received “free” spectrum for received spectrurm st no charge for digital penalty fee would be levied egainst

those entitics who rectived " Eec”
spectrum for sdvanced, advertiser-
based television services but failed
to utilize it fully.
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07/11/97 FRI 17:28 FAX

HOUSE-PASSED BILL SENATE-PASSED BILL WHITE HOUSE POSITION | supGET AGRERMENT
STUDENT LOANS

Admintetre- Requires payment lo guarenty ageosics of 0.85 perceat | Same provislon. Opposes this provision, Administration belleves this No explicil assumption.
thea Cont of the principal of all aew loacs. Capped at $170 would create a new entitlement.
Nivwance millica for 1998 and 1559 and $150 million for 2000-

200'2, s aravanaie e 1 s FartemsTReN IRSRTRe e arvrenary
Smith- Eliminates the Smith-Hughes Act, the ariginal No provisicn. Supports House provision, which s consistent with the Il Assumes climinaticn of Smith-
Hughes Act vocalional educetion program. Agrcement ”H_Eghu. ..............
Retention Allows guaranty agencies to retein 18.5 percenton )l No provision. Opposes this provision, which would provide funding {| No explicit sssumption.
Alowance payments received when a defaulted loan is to guamnty ageccies without regerd to expemses

consolidated. {rcwred. loterprets amendment to have only

prospective, ot retrospective, npplication.
: VETERANS' BENEFIT3

Wedical Cars || Replaces the existing Medical Care Cost Recovery Replaces the cﬁsﬁng Medical Care Cost Recovery Coacurs with Senste position. Assumes replaing the existing
Cost Fund with & new fund into which menios recovered or || Fund with a new fund inlo which monics recoveeed or Medical Care Cost Recovery Fuad
Racovery collected for medical care would be deposited and collected for medicat care would be deposited and with a sew fund into which monies

would be svailable, subject io appropriotions, 1o pay
for the expeases associated with velerens’ medical
care.

Also includes a “faiisafe” provision authoriziog
additional funds in the event there is a shortfall in
anticipated collecrions m excess of $25 million.

would be available, subleci to appropriations, lo pay
for the expenses associated with veterans' medical
care.

No “failsafe” mechanism,

.

recovered or collected for medical
care would be deposited and would
te available, subject ro
appropriations, to pay for the
expeasey associsted with veterans'
medical case.

No explicit assumption cn "failsafe.™
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07/11/87

3 HOUSE-PASSED BILL

SENATE-PASSED BILL

WHITE HOUSE POSITION

I

BUDGET AGREEMENT

HOUBING

Mark to
Warkat

LI

No Provizion. (Representstive Lazio bas introduced,
by request, the administration’s bill and there is at least
one other bouse version introduced so far.)

FHA Multifamily Mortgage Restructuring: Net savinga
would be $240 million between 1997 and 2002, The
teform would reduce the rents oa Section § Housing
cootracts and use 8 new capital grant program out of
the FHA in order to avert large defaults oa federally
insured morigages. There are several different versions
of this legislelion, Without thesc provisions, the
Banking Committee would stifl exceed its target
recopciliation savings of §1.5 billion aver 5 years.

Supports the following changes to Seaate bill:

- Allow for the conversion of subsidies lo portble
tenant-based assistance, allowing lenants to 1eck oul
the best available bousing and permitting projects to
develop » more diverse mix of income levels. (Senate
maintaing low-itcome rental assistance as project-
based, tied 1o specific propertes.)

- Give HUD more fexibility to design the most
effective parnerships. (Senate eslablishes o

preference for delegating restructuring tasks lo housing
finance agencics.)

- Amend tax code to allow for tax amortization in
exchange for Yong-term affordability restrictions.
(Senalc ptempts to eddress tax {ssues through the use
of"soft" secand mortgages which, as interpreted by
RS, may oot have the desired effect of deferring tax
consequences.) -

{CBO scorey $326 million in savings over 1997-2002
from the Ad_f_:inistm‘ion'l bill.)

No explicil ssumption.

RECONCILIATION CONFERENCE ISSUES
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07/11/87 FRI 17:27 FaXx

Creates an Injercity Passenger Rail Fund [IPRF] 1o
fund AMTRAX. This $2.3 billion fund is capitalized
by s ymaller tax cut in the Senate and s subject to
sppropristion,

reduction. The growth in HTF balances will genemate
significant pressure to increase spending anove the
levels nssumed in the Agreement Shifting the 4.2
cents to the HTTF will increase the fiscal year 2002
balance from $34 billion lo over $72 billiog, sssuming
the Agreement spending levels.

Objects to this proposs], which provides funds to
AMTRAK shove these in the Agreemeat. Expenditure
from the IPRF should be limited 1o capital only and
conriqg:gl upon AMTRAK reform legisiation.

] HOUSE-PASSED RILL SENATE-PASSED BILL WEITE HOUSE POSITION BUDGET AGREEMENT
-~ OTHERISSUES ..

531 Uner Fee || Authorizes an increase to the foe States pay when they  {f No provision, Supports the House Janguage. Calls [or a propassl tc increase the
enter into agrecments to have SSA administer State . existing fees to offset SSA-related
supplernental payments {i.c., State paymenns that mre spending.
suppleruental 1o the Federal $S1 paymen?) and makes
the funds from the increzse availabls to SSA for
sdminjstrative expenses, subject to appropriations

sctian, - I — .

43 canta No provisico Transfers 4.3 cents motor fuel taxes from the General Objects to Senste proposalio transfer 4.3 cents to the No explicit sssumnption,

meioe fusl Fund to the Trust Fund. HTF. The Agreement assurnes that these Laxes will

tax transfer continue to go 10 the General Fund for deficit

RECONCILIATION CONFERENCE 1SSUES
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KB HOUSE-PASSED BILL

I

SENATE-PASSED BILL

J[ WHITE HOUSE POSITION

JL BUDGET AGREEMENT

OTHER 133UES (continued)

Ul Intagrity Ways and Means - Includes authariztion of Ul
program integrity activities.

No provision,

Suppora House provision, along with hudget process
refarms in order to achicve savinpy assumed in the

Agreement.

Assumes savingy in mandatory
unemployment insuraoce [UI]
benefits due to increased
discretonary spending on U1
integrity activities (c.g increased
eligibility reviews, Lax sudis).
Assumes President’s budget
requested Jevel of funding for Ul
integrity ($%9 million in 1958} is
provided in sddition 1o continuing
{ntegrity acbivities already funded in
the base Ul administrative grants lo

obtzin these sav':E.ﬁ_s.
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DRAFT St Dsde imy

MAJOR POLICY ISSUES TO BE RESOLVED IN RECONCILIATION CONFERENCE

Prepared by the Majority Staffs, House and Senate Committees on the Budget

1 July 1997
HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEMENT/WHITE HOUSE POSITION
MEDICARE
~ MedicarePlas/ (| Payments to Medicareplus Health Plans — Carve || Carves out DSH, IME, and DME from the Medicare || Supports Senate and House Commerce
Medicare Choice {| qut of amounts attributable to disproportionate share || Choice payment gver 4 vears.

hospitals [DSH], indirect medical education (IME]
costs, and direct medical education [DME] costs.

- COMMERCE — Phases out amounts over 5 years.
- WAYS AND MEANS — Maintains amounts in
MedicarePlus payments.

Capitation Payment Rate — Derive from a biend of

local and jpput price-adjusted national costs.

- COMMERCE — 70% local, 30% national.

- WAYS AND MEANS — 50-50 blend, ypdates links
h in FFS Medi ;

Minimum Monthly Payment/Minimum Update —
- COMMERCE — Floor of $350 in 1998. Sets
payment at 100 percent of 1997 rate for 1998, 101
percent for 1999-2000, 102 percent for 2001 and
beyond.

- WAYS AND MEANS — Floor of $350 for 1998,
Sets minimum payments increase of 102 percent of the

prior year’s rate.

Uses a 50-50 blended payment of local and national
- ice-adjusted. Growth i

provisions on carve-out.

Supports Commerce 70/30 blend, which
mitigates the geographic variation in payments
without major disruption; the House link to
fee-for- service payments; the Commerce floor;
and the House approach to risk adjustment,

RECONCILIATION CONFERENCE ISSUES
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HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEMENT/WHITE HOUSE POSITION
MEDICARE (continued)
- Private fee-for || No provision, Strongly opposes any provision to allow balance

service

Private fee-for-servi o N . .

billing.

- Home Health
Spending Transfer

Transfers certain home health spending (following 100
visits or not following a hospitalization) from Part A to
Part B. '

- COMMERCE - Makes entire transfer immediately.
- WAYS AND MEANS - Phases-in transfer over 6
years,

Phases in transfer over 7 years,

Supports House Commerce Committee provision
because it is explicitly consistent with the Agreement
and extends the life of the Trust Fund by 2 additional
years.

-MSA's || Provides for medical savings account demonstration, || Allows 100,000 enro]iees, Limits cost-sharing to Supports Senate with current law balance billing
allowing 500,000 individuals to enrofl. amounts allowed under HIPAA. limitations. Demo should be as small as possible and
limited geographically for a trial period (e.g., 2 States
for 3 years).
- Eligibility Age || No provision, Conforms Medicare eligibility age to Social Security’s || Strongly opposes. Would increase number of

normal retirement age, saving $10.2 billion from 2003
through 2007 and reducing Medicare’s long-term
deficit by 0.2 percent of payroll.

uninsured Americans.

RECONCILIATION CONFERENCE ISSUES
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

MEDICARE {continued)
- Income-Related || No provision, Phases up premium from current 25 percent of Supportive in concept but oppose how policy is
Premium program costs to 100 percent, saving $3.9 billion over || structured in the Senate. Policy would create
5 years, $19.6 billion over 10 years. Phase-in would be | incentives for beneficiaries to leave medicare and
over income ranges: for single persons with incomes || would lose significant revenue duc to administrative
of §50,000 to $100,000; for couples with incomes of | inefficiency. Prefer 75% phase out, indexing income
$75,000 to $125,000, . thresholds to account for inflation. Administration by
IRS is the only feasible option in the near-term.
- Home Health ]| No provision. $5 dollar copayment applying only to home health Strongly opposes. Ineffective at lowering use, since
Copayment visits paid from Part B; capped at annual hospital

deductible; saves $4.7 billion aver 5 years,

85% of beneficiaries have Medigap or Mcdicaid,
Conferees should drop this provision. .

- Medical Malpractice

- COMMERCE - Limits noneconomic damages to
$250,000.and implements other reforms.

- WAYS AND MEANS - Limits noneconomic
damages to $250,000 and implements other reforms.

No provision.

Strongly opposes House provisions.

= 10-Year Savings

WAYS AND MEANS — $386 billion. (The
Commerce Committee does not have jurisdiction over
the fufl amount.)

Saves $447 billion over 10 years.

Agreement calls for $434.0 biltion in net Medicare
savings over ten years. It also calls for extending the
list of the Trust Fund by at least 10 years -- the Senate
bill falls 1 year short of the Agreement according to
CBO.
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

MEDICAID
- Total Savings || Saves $12-0-hitlion $11,8 billion, after adjusting the - || Saves net of $13-5-bittionr-$14.7 billion over 5 years, || The Agreement calls for $13.6 billion in savings over
CBO-reported savings for Medicaid-related changes five years, net of spending on new initiatives described
because of the child health insurance initiatives. in the Agreement.
- DSH Reductions || Reduces disproportionate share hospital [DSH] Reduces disproporticnate share hospital [DSH] As in OBRA 93, DSH policy should be designed to

payments by $15.3 billion gross over 5 years by
establishing additional caps on State DSH allotments
for fiscal years 1998-2002. The State DSH allotments
for States in which 1995 DSH payments were less than
1 percent of total medical assistance spending would
be frozen at the level of payments for DSH
adjustments in those States in 1995. For States
classified as “high” DSH States for fiscal year 1997,
DSH allotments would be reduced from the #igher-of
1995 er499¢ payment levels. The reduction
percentage for “high” DSH States would be equal to 2
percent in 1998, 5 percent in 1999, 20 percent in
2000, 30 percent in 2001, and 40 percent in 2002. All
other States’ DSH payments would be equal to the
higherof 1995 or1956 DSH payments levels reduced
by one half of the reduction percentages for “high”
DSH States.

payments by $16.0 billion gross over 5 years by
establishing additional caps on State DSH allotments
for fiscal years 1998-2002. Freezes very low DSH
States for 5 years (below 3 percent DSH); low-DSH
(above 3 percent but below 12 percent) get phased-in
15-percent reduction from their allotments; high DSH
(above 12 percent) get a phased-jn 20-percent
reduction and a phage-out of any spending for mental
health facilities from their base DSH allotments. Also
applies new restrictions on using DSH for mental
health facilities and tequires States to prigritize

ilizati

avoid undue hardship on any State:

* Supports President’s 1998 budget proposal, which
takes an equal percentage reduction from a State’s
total DSH spending, up to an “upper limit.”

* DSH savings should be linked to a Federal standard
for targeting remaining DSH funds to needy hospitals.
« Supports House provision requiring States to make
DSH payments directly to qualifying hospitals (rather
than through managed care payments).
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

MEDICAID (continued)

- DC and Puerto Rico

No provision.

Increases FMAP for DC to 60 percent for 1998
through 2000; increases payment for Puerto Rico by
$30 million jn FY 1998 plus increases for other

.

D.C. - Opposes Senate sunset in 2000 and supports
increasing match rate to 70% (as in President’s 1998
budget).

Puerto Rico -- Supports adjustments for PR and the
territories in the President’s 1998 budget.

- Medicare Part B
Premium Protection

Spends $1.5 billion over 5 years in Medicaid for
premium assistance for seniors with incomes of 120
percent to 175 percent of poverty. Covers the full
Medicare premium for those with incomes up to 135
percent of poverty. For seniors with incomes between
135 and 175 percent of poverty, the assistance covers
that portion of the Medicare Part B premium increase
attributable to the home health spending transfer..

Creates a new Medicare block grant, $1.5 billion over
5 years, to States to provide premium assistance for
beneficiaries between 120 percent and 150 percent of

poverty.

Supports financing the cost of the full Medicare
premium through Medicaid.

Objects to Senate provision that uses a Medicate grant
for this assistance that sunsets in 2002.

- Medicaid Cost
Sharing

No provision.

Allows States t0 Requires limited cost sharing for
optional benefits; prohibits cost sharing for children
under 18 in families with incomes below 150% of

poverty.

Strongly opposes Senate provision for optional
benefits. The Administration is concemned that the
Senate bill could compromise beneficiary access to
quality care. Low-income elderly and disabled
Medicaid beneficiaries may forgo needed services if
they cannot afford the copay. Strongly supports
Senate provision prohibiting cost-sharing for children.

- 1115 Waivers and
Provider Tax Waivers

Extends expiring 1115 Medicaid waivers.

Extends expiring 1115 Medicaid waivers without
regard to budget neutrality. Also deems provider taxes
as approved for one State.

Supports continuing policy of budget neutrality.

RECONCILIATION CONFERENCE ISSUES
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

MEDICAID (continued)

- Return-to-Work

No provision.

Allows States to allow workers with disabilities whose

camings arg below 250% of poverty to buy into
Medicaid.

Supports President’s 1998 budget proposal, which
would not limit eligibility to people whose eamings
are below 250% of poverty.

- Criminal Penalties
for Asset Divestiture

Amend Section 215 of HIFAA to provide sanctions
onty against those who help people to dispose of assets
in order to qualify for Medicaid.

Amend Section 245 217 of HIPAA to provide .
sanctions only against those who help people to
dispose of assets in order to qualify for Medicaid.

Supports repeal of this section.

- Medicaid
Management
Infermation

Requires States to show that their State-designed
Medicaid management systems meet outcome-based
performance standards and would permit the collection
and analysis of person-based data

No provision.

Supports House provision.

- Alaska Medicaid || No provision. Increases federal Medicaid matching rate for Alaska. | Opposes change to single-State FMAP in the absence
Match Rate of efforts to examine broader altematives.
- Payment Rates for || No provision. Allows States to use Medicaid payment rates when No position, .

QMB’s and
Dual Eligibles

determining whether any cost-sharing is owed for
QMB's and dual eligibles, for net savings of $2.1
billion over 5 years ($5 billion in Medicaid savings,
$2.9 billion in Medicare costs.}
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

WELFARE-TO-WORK
- Fair Labor || Appli¢s language from the 1987 1988 law creating No provision, Supports Senate position and strongly opposes
Standards Act | AFDC JOBS to indicate that participants in public minimum wage and welfare work requirement
sector or non-profit workfare activities are not proposals in House bill, which were not in the
employees under the Fair Labor Standards Act and Agreement,
Specifies maximum number of hours states can require | No provision. Supports Senate position (no provision).
beneficiaries to work by counting TANF and Food
Stamp benefits as wages for purpose of the minimum
wage.
Provides limited nendiscriminatien-and-prievance v ie w Supports extending Senate provisions on grievance
procedure guidelines and other worker protections to || protections to WTW geant funds, procedures and worker protections to all working
TANF work activities for-workfare- welfare recipients under TANF,
- Grant || WAYS AND MEANS — Provides 50 % of funding V. dj 9 Supports Wnys and Means provision in House bill,
Distribution Formula |l through formula grants and 50 % through competitive [f grants, - which best accomplishes goal in the Agreement that

grants awarded by Labor,

EDUCATION AND THE WORKFORCE —
Provides 95% of funding through formula grants and

funds be allocated and targeted to areas with high
poverty and unemployment.

5% through competitive grants awarded by Labor.
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| HOUSE-PASSED BILL | SENATE-PASSED BILL BUDGET AGREEMENT/WHITE HOUSE POSITION
WELFARE-TO-WORK, CONT’D
~WTW Federa| || Department of Labor HHS Department of Labor
i Tiny, 2 :
= Wellare to work || Provides non-displacement protections to all welfare | Limits non-displacement protections to recipients Support extending Senate provisions on non-

non-displacement |f to work grant funds, under welfare-t0-work funds (and not TANF) displacement to all working welfare recipients under
TANF.
~WTW Local || Private Industry Councils (PICs) Local TANF agency Supports House position (PICs) that cities and other
Program local areas should manage a substantial amount of all
Adminjstration WTW funds.
=Performance Fund || No provision, Provides a performance bonus to States that are Supports mechanism to provide incentives and

successful at moving wetfare recipients into work by
augmenting the existing TANF performance bonus
fund in FY 2003. Provides funding over a 3-year
pericd between FY 1998 and FY 2001, thus
generating outlays in FY 2002,

rewards for placing the hard-to-serve. One approach
would require Governors to use a share of their
discretionary funds and the Sec’y of Labor to use a
share of competitive funds to reward high-achieving
welfare-to-work programs.
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

WELFARE-TO-WORIK
- 581 State || Eliminates the maintenance of effort requirement that || No provision. Strongly opposes repeal of the MOE prov:s|on which
Supplements || prevents States from lowering or eliminating State was not in the Agreement,
supplemental SSI payments.
- Vacational || - WAYS AND MEANS - Limits the number of TANF || Continues to permit States to calculate up to 20% of || The Agreement did not address making changes in the
Education Counted a3 (| beneficiaries who can be cotnted toward meeting the |} their TANF caseloads participating in vocational TANF work requirements regarding vocational
Work Under TANF

Work Requirements

work participation requirements to 30% of the total
number of people meeting the requirement rather than
20% of the total TANF caseload. Teen parents
attending high school are not required to be counted
within the 30%.

- EDUCATION AND WORKFORCE - Limits
number of TANF beneficiaries a state can count who
are in vocational education to 20% of the total number
of persons meeting the work requirement rather than
20% of the total TANF caseload. Teen mothers
attending high school dernot-faibwithincontinue to be
counted under the 20% cap.

education as meeting the work requirement, but
eliminates current requirement that teen mothers
attending high school be counted as part of that 20%
cap.

education and educational services for teen parents,
and the Administration urges the Conferees to drop
these provisions.

- TANF Transfers to
Title XX

Removes the requirement that States transfer $2 to
child care activities for every $1 in TANF block grant
funds that they transfer to the Title XX Social Services
Block Grant.

No provision.

Opposes House provisions, which were not in the
Agreement and would allow States to channel funds.
away from low-income families and reduce their
effective TANF contribution.
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

WELFARE-TO-WORK-TMMIGRANTS

- Alien Eligibility for
SS1 and Medicaid

Restores eligibility for SSI and Medicaid for fegal
qualified aliens who were in the country and on the
benefit rolls receiving SSIas of August 22, 1996,
Legal aliens who were in the U.S. but not receiving
SSI bencfits are ineligible for benefits if they become
disabled in the future. Total cost is $9 billion over §
years. )

Restores eligibility for $51 and Medicaid fordegal -
gualified aliens who were in the country and on the
benefit rolls receiving SS1 benefits as of August 22,
1996. Provides eligibility for SSI benefits to legal

aliens-in-the-t-S—emAmpust 22-1996-but-who-were

not-onthe-benefit-retls-thematany-time-in-the-future-if
in the future,
ates the opti immi ildre;
e
from the 3 year ban on Medicaid, Exempts - from SSIt l Iy disabled
they are vnable to naturalize, Total cost is $H-4 $11.6

billion over 5 years,

Supports Senate provision, which implements the
Agreement. House bill fails to fully reéstore SSI and
Medicaid benefits for all legal immigrants who are or
become disabled in the future who entered the U.S.
prior to August 23, 1996. (The President stated in a
June 20 letter that he will not sign legislation that does
not include the policy that protects immigrants who
are or become disabled.)

Supports Senate proviéions.
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WBHITE HOUSE POSITION

" FOOD STAMPS

- Work Slots || Provides States with $680 million in new funding over | Provides $640 million in funding to create additional || Agreement provides for additional and redirected E&T
5 years for Education and Training activities within Education & Training positions within food stamps. | funds “to create additional work slots for individuals
Food Stamps, At least 80 percent of the total Food Requires the Secretary of Agriculture to establish two | subject to the time limits” to maximize the number of
Stamp E & T funding of $1.1 billion would be different reimbursement rates for States accessing new slots. Administration endorses Senate
earmarked to able-bodied adults subject to the work these funds. A higher rate will be paid to states reimbursement structure and House provisions for
requirement. Job search and job search raining would |} drawing down funding for placing persons subjectto || maintenance of effort in order to ensure that the
not be an allowable use of the funding garmarked for || the work requirement in work slots which keep those || maximum number of slots are created.
able-bodied adults. CBO assumes the policy will persons eligible for food stamps. A lower
generate 205,000 work slots that keep able-bodied reimbursement rate will be paid to states that use
adults subject to the work requirement eligible for funding on activities that do not keep persons subject
benefits over § years. However, other activities that to the work requirement eligible for benefits. CBO
do not meet the work requirements would be assumnes this policy generates 250,000 work slots over
pennissible, Requires States to maintain 100% of 5 years that keeppeeplechipiblefor-benefits meet the
1996 levels in order to receive new 100% Federal work requirgments, ever-5-years. Requires States to
funds, . maintain 75% of 1996 levels in order to receive pew
isting 1 00% Federal fund
- “Fexny™Waiver || Permits any State to contract with a private sector Allows-upte-H0-States-to-conducta-demenstration Strongly opposes House provision and urges the

1f; tizath entity to conduct ineomeverifieation-and eligibility program-of-contracting-out-incomeverification-tnd Conferees to follow the approach taken by the Senate

determinations for Food Stamps and Medicaid, chigibility-determination-activities-to-private-seetor (i.¢., no provision).

s, N o
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

CHILDREN’S HEALTH

- Total Spending

Spends $15.9 billion over 5 years for children’s health
insurance or services.

Spends $24 billion (preliminary scoring) for children’s
health insurance, including the $8 billion added from
the tax bill (see below).

Supports --

» Senate definition of benefits, limits on cost-sharing
= State option in House bill to spend grant money on
grants, Medicaid, or a combination of the two (Senate
requires States to choose only one)

» Strong maintenance of effort provision and the
Senate bill prohibition on using provider taxes and
donations to fund States’ share :

* Using same match rate for Medicaid and grant
programs, as in Senate bill '

Opposes ~

« Provisions that allow States to pay for family
coverage or pay the employee’s share of employer-
sponsored instirance in the House bill

- Extra 38 billion

No provision.

Provides additional $8 billion in the tax bill,

Supports using all of the revenue from the tobacco tax
for initiatives that focus on the needs of children and
health. Opposes sunset in this funding after 2002.

- Medicaid Benefits
for Children Losing
SSI Benefits

Allows, but does not require, States to restore
Medicaid benefits for children losing SSI benefits
because of new, tighter SSI standards for childhood
eligibility.

No provision.

Agreement calls for the restoration of these benefits.
The Administration supports FY 1998 President’s
budget provision, which guarantees Medicaid
coverage for these children,

RECONCILIATION CONFERENCE ISSUES

PAGE 12



HOUSE-PASSED BILL SENATE-PASSED BILL BUDGET AGREEMENT/WHITE HOUSE POSITION

CHILDREN'S HEALTH, CONT'D

- Direct Provision of || Allows States to use grant funds for thepurchaseef Does not allow States to use grapt funds provide-for Strongly opposes House direct services option.
Services | health-insuranee for the direct provision of health care [} the direct provision of health care services,

SELVICES,
- Funding Structure || Allows States to spend grant funds on Medicaid, a Requires States to choose between Medicaid and a Supperts House provision.
grant program, or a combination of the two. rant option. .

- Eligibitity || Defines targeted low-income children as those whose || Includes a ceiling of 200% of poverty for eligibility. || Opposes Senate provision.
family income exceeds the Medicaid applicable levels
but does not exceed an income level 75 percentage
points higher than the Medicaid applicable income

level.

- Hyde Amendment || Extends to children’s health initiative funding the Same as House. Also includes mh;_mm;g_sm Strongly opposes limiting access to medically
Medicaid appropriations prohibitions on Medicaid a managed care sanction provision to thange the necessary benefits, including abortion services.
payment for abortion services. definition of “medically necessary” to exclude

' abortion services except under certain circumstances.
HEALTH INSURANCE FOR SMALL BUSINESSES
- MEWA || Includes legislation allowing small businesses and No provision. Strongly opposes House provision.

organizations to offer health insurance, extending
ERISA preemptions and State regulations, requiring
solvency standards for association health plans, and
other repulations.
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HOUSE-PASSED BILL

SENATE-PASSED BILL

M BUDGET AGREEMENT/WHITE HOUSE POSITION

SPECTRUM AUCTIONS

- Analog Return

Authorizes the FCC to auction frequencies that are
currently allocated for analog television broadcasting.
Imposes a time limit on the television licenses that
authorize analog television services. Allows the FCC
to extend the time limit if more than 5 percent of the
households in a market rely exclusively on analog
television signals.

Comparable provision, except that the FCC is required
to delay the return it the 5-percent test is not met.

Agreement includes hard cut off date with authority to
extend for small and rural markets. Agreement
assumed that this auction would take place in 2001
with a firm cut off date for analog broadcasting in
2006.

' = Vanity Numbers

Does not authorize the FCC to auction the so-cafled
vanity telephone numbers.

Does not authorize tﬁe FCC to auction the so-called
vanity telephone numbers,

Agreement includes a proposal authorizing FCC to
auction vanity telephone numbers ($0,7B).

- Bankruptey || No provision. No provision. Secks authority to allow the FCC to revoke and
reauction a license when a licensee declares
bankruptey.

- Federal | No provision. Authorizes reimbursement of Federal agencies for the || Agreement assumed and the Administration supports
Reimbursement costs of relocating to new spectrum bands so that reimbursement.
spectrum they are now using may be made available ’
by the FCC for auction for commercial use.
- Spectrum Penalty || Does not include a penalty fee that would be levied Does not include this penalty fee, Agreement includes a fee to be levied against entities

against those entities who received “free” spectrum for
advanced, advertiser-based television services, but

that received spectrum at no charge for digital
broadcasting, but opted to utilize it for ancillary
services ($2.0B).

failed to utilize it fully.
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

STUDENT LOANS

- Administrative
Cost Allowance

Requires payment to guaranty agencies of 0.85 percent
of the principal of all new loans. Capped at $170
million for 1998 and 1999 and $150 million for 2000-

Same proviston.

Opposes this provision, which provides a new
entitlement to guaranty agencies.

| 2002.
- Smith-Hughes Act [| Eliminates the Smith-Hughes Act, the original No provision. Supports House provision, which is consistent with the
vocational education program. - Agreement,
= Section 458 funds (| Permits section 458 funds. for Federal administrative || Limits expenditure of section 458 funds to Supports House position. Senate would prevent the
of student foaps, to be spent on FFEL (HEA Pat B)  |f admigistration of direct loan program (Part D), Secretary from effectively administering FFEL,
Imipistrati 1Las direct] Part D) i _
- Retention Allowance || Allows guaranty agencies to retain 18.5 percent on No provision, Opposes this provision, which would provide funding

payments received when a defaulted [oan is

consolidated, Ihs_qummss_almms_ﬂJmhls_m

to guaranty agencies without regard to expenses
incurred. Interprets amendment to have only
prospective, not retrospective, application.
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

VETERANS® BENEFITS

- Medical Care
Cost Recovery

Replaces the existing Medical Care Cost Recovery
Fund with a new fund into which monies recovered or
collected for medical care would be deposited and
would be available, subject fo appropriations, to pay
for the expenses associated with veterans’ medical
care.

ations, bud oLt .

Also includes a “failsafe” provision authorizing
additional funds in the event there is a shortfall in
anticipated collections in excess of $25 million.

Replaces the existing Medical Care Cost Recovery
Fund with a new fund into which monies recovered or
collected for medical care would be deposited and
would be available, subject 1o appropriations, to pay
for the expenses associated with veterans’ medical
care.

No “failsafe™ mechanism.

Concurs with Senate position.

- VA and DoD
Medicare Subvention
Demonstrations

No provision,

Requires managed care and fee-for-service .
demonstrations of Medicare reimbursement to the
Departments of Veterans Affairs and Defense.

-

Supports inclusion of VA and DoD) subvention
demonstrations, but wants changes to address concerns
with fee for service and payment rate components of
the DoD demonstration.
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

HOUSING

- Mark to Market

No Provision. (Representative Lazio has introduced,
by request, the administration’s bill and there is at
least one other house version introduced so far.)

FHA Multifamily Mortgage Restructuring: Net
savings would be $240 million between 1997 and
2002, The reform would reduce the rents on Section §
Housing contracts and use a new capital grant program
out of the FHA in order to avert large defaults on
federally insured mortgages. There are several
different versions of this legislation. Without these
provisions, the Banking Committee would still exceed
its target reconciliation savings of $1.5 biilion over 5
years.

Supports the following changes to Senate bill:

+ Allow for the conversion of subsidies to portable
tenant-based assistance, allowing tenants to seek out
the best avaifable housing and permitting projects to
develop a more diverse mix of income levels, (Senate
maintains low-income renta) assistance as project-
based, tied to specific properties.)

« Give HUD more flexibility to design the most
effective partnerships. (Senate establishes a
preference for delegating restructuring tasks to
housing finance agencies.}

» Amend tax code to allow for tax amortization in
exchange for long-term affordability restrictions,
(Senate attempts to address tax issues through the use
of "soft" second mortgages which, as interpreted by
IRS, may not have the desired effect of deferring tax
consequences.)

{CBO scores $326 million in savings over 1997-2002
from the Administration’s bill.}
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HOUSE-PASSED BILL

SENATE-PASSED BILL

BUDGET AGREEMENT/WHITE HOUSE POSITION

OTHER ISSUES

- 8§81 User Fee || Authorizes an increase to the fee States pay when they
enter into agreements to have SSA administer State
supplemental payments (i.e., State payments that are
supplemental to the Federal SSI payment) and makes
the funds from the increase available to SSA for
administrative expenses, subject to appropriations
action.

No provision,

Supports the House language. Agreement calls fora
proposal to increase the existing fees to offsct SSA-
related spending.
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HOUSE-PASSED BILL

SENATE-PASSED BILL

DBUDGET AGREEMENT/WHITE HOUSE POSITION

OTHER ISSUES

* = 4.3 cents motor || No provision.
fuel tax transfer

Transfers 4.3 cents motor fuel taxes from the General
Fund to the Trust Fund.

Creates an Intercity Passenger Rail Fund (IPRF) to
fund AMTRAK. This $2.3 billion fund is capitalized
by a smaller tax cut in the Senate and is subject to
appropriation.

Objects to Senate proposal to transfer 4.3 cents to the
HTF. The Agreement assumes that these taxes will
continue to go to the General Fund for deficit
reduction, The growth in HTF balances will generate
significant pressure to increase spending above the
levels assumed in the Agreement. Shifting the 4.3
cents to the HTF will increase the FY 2002 balance
from $34 billion to over $72 billion, assuming the
Agreement spending levels.

Obiects to this proposal, which provides funds to
AMTRAK above those in the Agreement, Expenditure
from the IPRF should be limited to capital only and
contingent upon AMTRAK reform legislation.

- Ul Integrity || Ways and Means - Includes authorization of Ul
program integrity activities.

No provision,

Supports House provision, atong with budget process
reforms in order to achieve savings assumed in the
Agreement.
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BUDGET AGREEMENT CONFERENCE

FOOD STAMP DIFFERENCES
Vel
Provision Tiouse Scnate

EXEMP7ION Provides authority for States fo exempt | Same, except the exemplion & for .
up fo 15% of covered individuals “hardship"
(vulnerable ABAWDs)
Requires USDA 1o adjust th: number of | Same, except the adjustment is xequired
a Staie's exemplions during a fisca) year | only if actual participation vaties by
if actual pasticipation varies significantly | more than 10% from the 7/1-6/30 period
from average monthly participation in
the preceding 7/1-6/30 pesiod :

NEW 100% Provides 321 miliion 100% Federal Provides $) 70 million

FEDERAL funding for work activities in FY 2002

FUNDING
Peohibits expendilre of 100% Federal | No provision
funds for TANF recipients
Requires that at least 80% of 100% 75% of 100% Foderal fiuds must be
Federal funds be usod for cmployment | used for workfare or work programs that
and raining sctivitics (but vot jot scarch | moet the ABAWD work requirement
ar job search training) for non-cxrepted
ABAWDs (but including waived .
ABAWDS)




FProvision

House

Scoale

Reguures LISDA 10 allozate 100%
Federal funds using a reasonable formula
adjested cach fiscal year to rzfloct
chanpes in the caseload that reflect
chanpes in non-cxcepted ABAWDs and
waived ABAWDs if a State does not
provide employment and training

Similur cxcept requires USDA to use a
formuia that reflects Stakes' propostions
of hwo-txcepled ABAWDS, adjusted
each fiscal year for caseload changes

Requires Statsy o provide USDA with
all reparts dewerrnined by USDA to be
necessary to allocate 100% Feders! fimds

Requires USDA 1o nsc FY 1996 QC data
and other factors USDA determines to be

necessary

No pmvision. (Atsent statutory

Establishes a formaila for Siates to
authority to do otherwise, USDA would | recefve allocated 100% Fodem! funds:
pay States actual costs which could be | the average monthly mumber of noa-
unduly high.) excepied ABAWDs who are placed in

: shols that meel the work requiremot X a

! rate set by USDA as a reazonsble cost of
providing such slots (adjusicd
pesiodically) +the avernge monthly
avmber of rocipients who are served by

E&T programs that do not moet the work

requireirent X a lower rate st by USDA

R as a reasonable cost for such E&T

‘ : : componeats (adjustod paiodically)
Roquires Statca to notify USDA Same, excepl does not includs
promply if all 100% Fedesal funds will | requiremend for Stae notification and
not be expended and roquires USDA to | states that funds will be realkocated in the
re-allocste unexpended funds same and the pext fiscal year

[




Provision . Housc Scoate
MAINTENANCE | Ties $140 million of 100% Fedeml funds | Tiezall 100% Fedeml funding to States”
OFEFFORT in cach of FYs 1998-200]) aml $120 maintaining teir spending on E&T

million in FY 2002 to States’ maintaining | (operational finds only) and workfare at
their spending on ERT and workfare st | 75% of FY 1996 levels; makes necessary
FY 1996 lovcls statutory change to permit 50% Federed
funding of E&T activitics for States that
cannot use 100% Foderal funding
Requires USDA to report amnaually, No provision
beginnimp 1 year after coactment, to
Housc and Senate Commnittees on,
whether States have used the addifionat
100% Federal funding efficizntly gnd
cffectively to increase work slots for
ABAWDs subject to the time limit
[PRIVATIZ- - Specifically permits cligibifty | No provision
ATION determingtions by non-govmu'nural
entities : o : :
PRISONERS No provision : 1 Requires States to vezify and prevent the
o . partiipation of Federal, State, or local
prisencrsin the FSP
NUTRITION No provision Provxides up to $600,000 in 50% funding
EDUCATION S annually io FYs 1998-2001 for mutrition
GRANTS exucation grants; gives prefesence in
awarding the grants to private cotities

that have received such grants in the past




———

Senade

INPLEMENTA- | No provision bit changes arz in effect
THN' for FY 1998




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, 0.C. 20503

July 1, 1997

MEMORANDUM TO SYLVIA MATHEWS

FROM:

JOHN PODESTA
JANET YELLEN
GENE SPERLING
JOHN HILLEY
MARTHA FOLEY
BARBARA CHOW
BRUCE REED
ANA KAGAN

Larry H 7 %
Lisa Koi‘%}z/ﬁé

URGENT -- Budget Conferees” Letter

’B'VHLV\T wul/b\z{ouo-g

Enclosed is the draft conference letter. Unfortunately, we need you to turn this around in

short order. Congress has requested that we deliver it as soon as possible, and we want to do so

by mid-day.

Please provide us with any mark-ups of hard copy by 9 a.m. tomorrow (Wednesday)

— at the latest. Unfortunately, we won’t be able to use electronic comments. Larry is in Room
253 or at fax 5-6818. Lisa is in Room 249 or at fax 5-3729.

We apologize for the short turn-around, but our staffs have been crashing all day just to

get this draft done for your perusal and, for many reasons, we believe it will help our efforts to
deliver our views as specifically and as quickly as possible.

CC:

Thank you for your help.

Jack Lew
Josh Gotbaum



The Honorable John R. Kasich D A .
Chairman

" Committee on the Budget
U.S. House of Representatives

Washington, D.C. 20515

Dear Mr. Chairman:

As the Conferees begin to consider this year’s budget reconciliation bill, I am writing to
transmit the Administration’s views on the House- and Senate-reported bills on the spending
provisions, HR 2015 and S 947, respectively. The Administration will separately transmit its
views on the tax provisions.

We are pleased that the House and Senate adopted many provisions that are consistent
with the Bipartisan Budget Agreement, reflecting the continuing bipartisan cooperation that we
will need to fully implement the agreement and balance the budget. In several areas, however, the
House and Senate bills violate the agreement. In other areas outside the scope of the agreement,
we have very strong concerns about the reported provisions. We have raised a number of these
issues in letters to you and to the authorizing committee chairmen throughout the House and
Senate consideration of the separate reconciliation spending bills.

On the pages that follow, we have outlined noteworthy provisions of the House and
Senate bills with which we agree, others that we believe violate the budget agreement, and still
others about which we have concerns. We would appreciate your taking our views into account.

We expect and will insist that the final budget legislation conform to the budget
agreement. In addition, we look forward to working with you to craft a final conference report
that is free of objectionable provisions, resolves the other major policy differences between us,
and balances the budget by 2002 in a way that we can all be proud of. We hope to meet that goal
before the August recess.

We look forward to working with you.

Sincerely,

Franklin D. Raines
Director

Identical letter sent to The Honorable Pete V. Domenici
and House and Senate Conferees '
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THE ADMINISTRATION’S DETAILED VIEWS:

THE HOUSE AND SENATE RECONCILIATION BILLS ON SPENDING

Medicare

We applaud the House and Senate for reporting bills that largely conform to the
underlying principles of the budget agreement. Both bills achieve the necessary level of Medicare
savings -- although we still await final scoring of the Senate provisions from the Congressional
Budget Office (CBO) -- extend the life of the Hospital Insurance Trust Fund by at least 10 years;
provide structural reforms that will give beneficiaries more informed choices among competing
health plans; establish prospective payment systems for home health agencies, skilled nursing
facilities, and hospital outpatient departments; and provide the funds to establish a wide array of
necessary benefits. ' '

We are very pleased that the House and Senate both adopted most of the Administration’s
prudent purchasing initiatives. While the budget agreement did not specifically address these
proposals, they represent a significant step forward in our efforts to reform Medicare and we urge
the Conferees to include them in the final bill.

Another step forward in both bills is their inclusion of provider sponsored organizations
(PSOs) as Medicare options. In general, we support the Senate and the House Commerce
Committee provisions that limit the preemption of State requirements to solvency standards. We
also support the provisions in the Senate bill that would allow States to impose more stringent
solvency requirements after 2001. We do, however, have concerns about the lack of minimum
private enrollment requirements and aspects of the PSO definition, and we look forward to
working with the Conferees on these issues.

We are pleased that the Senate for including provisions in its bill to require managed care
and fee-for-service demonstrations of Medicare reimbursement to the Departments of Defense
and Veterans Affairs -- a concept known as Medicare subvention. We are encouraged that these
provisions are similar to our own Medicare subvention legislation, which we transmitted to
Congress on February 7, 1997. We look forward to working with the Conferees to develop a bill
that addresses Administration concerns about the fee-for-service and payment rate components of
the DOD demonstration.

Notwithstanding these achievements, both the House and Senate bills contain a provision
~ that we believe is inconsistent with the budget agreement. During our negotiations over the
agreement, we discussed at great length the reallocation of home health expenditures to Medicare
Part B. All'sides clearly understood that we would make this reallocation immediate. Both bills,
however, phase in the reallocation, which costs two years of solvency in the Part A trust fund --
two years that we can ill afford to lose. We urge the Conferees to incorporate the provisions in



the House Commerce Committee title of the House bill, reallocating home health spending
consistent with the Budget Agreement.

The Administration has significant concerns with other provisions of the two bills,
concerns that we urge the Conferees to address.

Threat to Beneficiary Protections. The Administration strongly supports the introduction

of new options for Medicare beneficiaries in both the fee-for-service and managed care sectors.
We also believe, however, that any new options must both provide value beyond that offered by
the traditional Medicare program and include beneficiary protections. The Senate bill includes
several provisions that violate these principles, and we urge the Conferees to drop them.

The first provision would allow physicians to obtain private contracts from beneficiaries
whereby the beneficiary would agree to pay whatever the physician charged (waive balance billing
limits) and agree not to submit a bill to or collect anything from Medicare. The beneficiary would
be totally responsible for out-of-pocket expenses for the physician’s entire bill, even though the
service would be covered by Medicare if the bill were submitted to Medicare. Private agreements
could become licenses for physicians to coerce beneficiaries, exposing beneficiaries to unlimited
liability and making meaningless the Medicare coverage they have paid for.

The second provision allows beneficiaries to choose a private fee-for-service option under
the Medicare Choice program. We believe that inclusion of private fee-for-service plans in
Medicare Choice is bad policy, particularly given the fact that these plans will be subject to no
balance billing or quality protections. Also, we are concerned that this option will attract
primarily healthy and wealthy beneficiaries and leave sicker and poorer beneficiaries in the more
expensive, traditional Medicare program.

The third provision would allow Durable Medical Equipment (DME) suppliers to bill
Medicare beneficiaries for amounts beyond cost-sharing for “upgraded” DME items, while still
accepting assignment. Beneficiaries already have the option of choosing upgraded DME under
current law. We are concerned that this new option undermines limits on beneficianes out-of-
pocket payments.

Beneficiary Contributions to a Balanced Budget. We worked very hard during the budget
negotiations to set a beneficiary contribution to a balanced budget that was fair and equitable --
applying the Part B premium, over several years, to the home health reallocation and maintaining
the Part B premium equal to 25 percent of program costs. Other provisions of the Senate bill,
however, would go too far, thus disrupting that fairness by:

. Raising the Medicare Eligibility Age. The Senate bill raises the eligibility age for
Medicare from 65 to 67 over a period of years. Raising the eligibility age is not necessary to
balance the budget, and consideration of this policy should be part of a bipartisan process to
address the long-term financing challenges facing Medicare. Moreover, early retirees between



65 and 67 may not be able to obtain affordable insurance in the private market. We urge the
Conferees to drop these provisions.

. Imposing Home Health Copayments. The Senate bill would impose a Part B home
health copayment of $5 per visit, capped at an amount equal to the annual hospital deductible.
Most home health users who lack Medigap or Medicaid protections are poor and will face
financial burdens as a result. Those beneficiaries who do not have Medigap or Medicaid have
no real incentive to reduce utilization. We do not need to impose a home health copay to
balance the budget, and any further consideration of this policy should be part of a bipartisan
process to address the long-term financing challenges facing Medicare. We urge the
Conferees to drop these provisions.

. Income-relating the Part B Premium. The Senate bill would income-relate the
Medicare Part B premium. While we do not oppose income relating Medicare in principle, we
have a number of concerns about this proposal. First, as the President said in the context of
the Senate Finance Committee’s deductible proposal, we believe that policies that
income-relate beneficiary contributions to Medicare go beyond the budget agreement.
Second, we have serious concerns about how an income-related premium will be
administered; administration by HHS, which has no access to individual beneficiary income
data, would be impractical and very expensive. Finally, we believe that this policy could lead
higher income, healthier beneficiaries to drop their Medicare coverage, thus leaving poorer,
typically less healthy, beneficiaries in the Medicare risk pool and increase their premiums.
While we have serious concerns about this proposal, we remain interested in discussing it, or
proposals like it, in the broader context of reforms to address the long-term financing and
structural challenges facing the program.

: Medical Savings Accounts. We believe that any demonstration of this concept should
be limited in order to minimize potential damage and costs to Medicare. We commend the
Senate for limiting the demonstration to 100,000 participants and limiting cost-sharing and
deductibles to amounts enacted under the Health Insurance Portability and Accountability Act
(HIPAA). But, we still believe a geographically-limited demonstration that applies current
law limits on balance billing to protect beneficiaries from additional charges from providers, is
much more preferable. We urge the Conferees to limit this demonstration geographically for a
trial period -- two States for three years -- which would enable us to design the demonstration
to answer key policy questions.

Preventive Benefits. We are pleased that the preventive benefits in the House and
Senate bills are largely the same as those in the President’s budget. Unlike the budget,
however, the House and Senate bills do not waive all cost sharing (coinsurance and
deductibles) for mammograms. Mammography saves lives, yet many Medicare beneficiaries
fail to use this benefit. Research shows that copayments hinder women from fully taking
advantage of this benefit. We urge the Conferees to modify the House and Senate provisions
to waive all cost sharing for mammograms. '



Medigap. The President’s budget advanced a number of important Medigap reforms,
including annual open enrollment, community rating, initial open enrollment for disabled and
kidney dialysis beneficiaries, and various portability provisions. We are disappointed that
neither the House or Senate adopted certain important elements of the budget. While the
Senate bill took the largest strides toward these important reforms, providing for an initial
open enrollment period for disabled beneficiaries and a trial period for managed care enrollees,
we urge the Conferees to adopt the President’s budget proposals.

Managed Care Payments. We agree that the current unjustifiable geographic variation
in payments to managed care plans should be remedied as part of the reconciliation bill. We

prefer the House proposal, which mitigates the geographic variation in payments and
maintains the link to fee-for-service payments, along with an adjustment for adverse selection.
Various payment provisions in the Senate bill, some of which are individually justifiable,
together have a significant negative impact on areas with a high managed care enrollment and
could lead to abrupt changes in additional benefits now provided to Medicare enrollees. The
Senate proposal also ties growth in managed care payments to growth in gross domestic
product (GDP). We prefer a less disruptive payment proposal and one that ties growth in
payments to growth in fee-for-service Medicare. Limiting growth to GDP effectively creates
two growth rates for Medicare payments, leading to an erosion of the value of the Medicare
choice benefit package and exposing beneficiaries to increased premiums.

Managed Care Risk Adjustment. The Senate bill includes immediate implementation
of an untried, “new enrollee” risk adjustment methodology which would be applied in an
inequitable manner and which would be replaced by a different revised methodology two years
later. We prefer to implement a managed care risk adjustment methodology once -- and
sooner. We support the House provisions on risk adjustment, modified to authorize the
collection of hospital discharge data immediately and to authorize implementation of the risk
adjustment methodology in 2000.

MM&MMM&@M&M The President’s 1998

budget proposed to move the medical education (indirect and direct) and DSH adjustments
out of managed care payment rates and redirect them to eligible hospitals that provide services
to Medicare managed care enrollees. This important proposal would ensure that the Nation’s
teaching hospitals and those that serve low-income populations receive the Medicare
payments to which they are entitled. We urge the Conferees to adopt the Senate and House
Commerce Committee provisions.

Managed Care Enrollment. We urge adoption of the Senate provisions with regard to
open enrollment. The House bill permits beneficiaries to be locked into a MedicarePlus plan
for as long as nine months, after a lengthy transition period. We continue to support the
monthly disenrollment option as an important safety valve for managed care enrollees who are
dissatisfied with their managed care plan.



Managed Care Quality. Both the House and Senate bills go far to ensure quality in
Medicare managed care. The House bill, however, has an objectionable provision allowing
external quality review requirements to be met through accreditation. The House bill also
contains a similar provision in its Medicaid title. We prefer maintaining a requirement for
external quality review to protect beneficiaries in this rapidly changing marketplace, as the

~ Senate bill provides.

Medical Malpractice. The House bill includes malpractice provisions that are
extraneous to the budget agreement. The Administration opposed the malpractice provisions
of the vetoed Balanced Budget bill, and those adopted in the House version of the Health
Insurance Portability and Accountability Act. We find these provisions highly objectionable,
and we oppose them.

Medicare Commission. Both the Senate and House bills would establish a Medicare
commission. We believe strongly that a mutually agreeable, bipartisan process is essential to
successfully address the long-term financing challenges facing Medicare. We look forward to
working with you to develop the best possible bipartisan process to address those challenges
while simultaneously ensuring the sound restructuring of Medicare to provide high-quality
care for our Nation’s senior citizens,

Office of Competition. The Senate bill would create an Office of Competition within
HHS to administer competitive pricing demonstrations. We believe this provision would
create unnecessary duplication of staff and resources within HHS and become a potential
source of confusion for Medicare beneficiaries. We are also concerned about the competitive
pricing demonstration and look forward to working with the Conferees to ensure that the
demonstration authority would lead to valid and verifiable results.

Hospital Payment Systems. We have several concerns with various House and Senate
provisions relating to hospital payments, including: the Senate provision to move the hospital
update to a calender year basis while leaving all other changes to PPS payments on a fiscal
year basis, thus requiring two separate payment rules; the Senate provision on hospital
transfers, which does not include home health agencies and which we believe creates a strong,
unjustified payment bias to use home health services for post acute care; and the Senate
provision to provide large bonus payments for certain PPS-exempt facilities, which could lead
to a significant redistribution of funds among PPS exempt facilities.

Medicare Disproportionate Share Payments (DSH). We look forward to working with

Congress to develop a new adjustment for hospitals that serve a disproportionate share of low
income individuals. The current adjustment has many shortcoming and we hope to create a
better measure of services to indigent populations so that we can better target DSH payments.
However, we oppose any cuts to the current DSH adjustment in the interim, cuts which are
included in both the House and Senate bills. We prefer the Administration’s proposal, which
freezes the adjustment for the next tow years to minimize the effects of welfare reform until a



new formula is developed.

Therapy Providers. We strongly support House provisions to reign in the cost of
outpatient therapy services. But, we are concerned about subjecting occupational and
physical therapy services delivered in non-outpatient department settings to an annual cap of
$900 per beneficiary. The underlying payment reforms themselves will generate costs in this
area, so such a cap could deny access to this benefit to some Medicare beneficiaries.

Laboratory Claims. Both the House and the Senate bills would +consolidate the
processing of independent laboratory claims, but not outpatient or physician office lab claims,
among regional specialty carriers. This consolidation is unnecessary and would divert
resources away from other higher priority activities. We share the goal of standardizing
medical necessity policy for laboratory claims and would support a process to do so without
regionalizing claims processing.

Medicare Secondary Payer (MSP). Both the House and Senate bills limit the time

period for MSP recovery to three years after the date of service. We urge the Conferees to
adopt a five-year time limit, consistent with the President’s proposal. The IRS/SSA data
match does not provide information in a timely enough manner to be able to recover .
overpayments within a three-year window. We also urge the Conferees to adopt our insurer
reporting proposals.

-Implementation Issues. We are concerned about how the full scope of the House and
Senate provisions would effect HHS’ administrative abilities, and research resources, to
implement them. We would like to discuss with you changes in the effective dates of the
provisions so they are consistent with the funding levels in the budget agreement.

Medicaid

We commend the House and Senate for reporting bills that conform to many of the
Medicaid reform principles of the budget agreement. Both save money through lower
disproportionate share hospital payments (DSH) and greater State flexibility. We want to
work with the Conferees to ensure that a final bill conforms to the Medicaid policy in the
budget agreement. Both bills give States more flexibility to manage their Medicaid programs,
such as by repealing the Boren amendment, allowing managed care without Federal waivers,
and eliminating unnecessary administrative requirements. We also commend the Senate for
including managed care quality standards that are consistent with the President’s consumer
protection framework.

Nevertheless, the House and Senate bills contain provisions that are inconsistent with
the budget agreement, as discussed below. :



Medicaid Benefits for Certain Disabled Children, The budget agreement includes a
proposal to restore Medicaid for current disabled children losing Supplemental Security
Income (SSI) because of the new, more strict definition of childhood eligibility. The Senate
bill does not include this proposal. The House bill allows, but does not require, States to
provide Medicaid benefits for about 30,000 children who could lose their health care coverage
in fiscal 1998. We strongly urge the Conferees to include the provision from the President’s
budget that would guarantee coverage to these children, and allocate the necessary funds for
this purpose.

Medicaid Investments, The budget agreement clearly calls for a higher Federal
matching payment for Medicaid in the District of Columbia. We are pleased that the Senate
bill includes a higher matching payment, but we are concerned that it is not sufficient; it
sunsets at the end of fiscal 2000 and is 10 percentage points lower than the 70 percent in the
President’s 1998 budget. A 60 percent matching rate would still leave the District paying
more to Medicaid than any other local government. We urge the Conferees to fully fund the
President’s proposal.

The budget agreement also includes adjustments for the Medicaid programs in Puerto
Rico and the territories. We are pleased that the Senate includes adjustments for those
programs, but we would prefer that the Conferees include the language in the President’s
1998 budget.

The Administration has significant concerns with other House and Senate provisions
that we urge the Conferees to address.

Assistance for Low-Income Medicare Beneficiarigs. The Senate bill includes $1.5
billion in premium assistance for low-income beneficiaries through a Medicare block grant to
States. The House provides $1.5 billion to expand eligibility to Medicaid but increases
administrative complexities by subsidizing only a portion of the Part B premium. We prefer a
simpler that would finance the cost of the full Part B premium. In addition, we object to the
Senate provision that sunsets this assistance in 2002.

-- i . We have concerns about the
House and Senate allocations and levels of DSH payment reductions among States. As in the
DSH policy of the 1993 budget reconciliation bill, this year’s policy should address past
abuses without causing undue hardship on any State. The House and Senate bills, however,
may have unintended distributional effects among States. We urge the Conferees to revisit the
President’s 1998 budget proposal, which takes an equal percentage off of States’ total DSH
spending, up to an “upper limit,” ensuring that States with the highest DSH spending do not
bear most of the impact.

- i itals. The House bill does not
retarget DSH funds. The Senate bill would require States to develop DSH targeting plans,



but it does not include a Federal DSH targeting standard. As we have said previously, we
believe that significant DSH savings should be linked to a Federal standard for targeting the
remaining DSH funds to needy hospitals. Without such standards, providers with
high-volume Medicaid and low-income utilization may not be sufficiently protected from DSH
reductions. '

In addition, the House bill would require States to make DSH payments directly to
qualifying hospitals, and would not allow States to make DSH payments through capitation
payments to managed care organizations. The Senate bill does not include this provision.

The Administration urges the Conferees to include this provision, ensuring that all eligible
hospitals receive a Federal DSH payment regardless of their contract, or lack of contract, with
a particular HMO. This provision also strengthens the effectiveness of the 1993 hospital-
specific limits on DSH payments.

Medicaid Cost Sharing. The Senate bill would allow States to require limited cost
sharing for optional benefits. We are pleased that a Senate amendment would bar States from
imposing cost sharing on children under 18 in families with incomes below 150 percent of
poverty. But, we are still concerned that the bill may compromise beneficiary access to-
quality care. Low-income elderly and disabled Medicaid beneficiaries may forgo needed
services if they cannot afford the copayments. We urge the Conferees to allow nominal
copayments only for HMO enrollees, giving States some flexibility and allowing HMOs to
treat Medicaid enrollees in a manner similar to non-Medicaid enrollees, without compromising
access to care. '

§1115 and QOther Medicaid Waivers. The House and Senate bills would extend

expiring §1115 Medicaid waivers. The Senate would deem approved Medicaid expansions
and permanent extensions of existing §1115 waivers without regard to whether they will
increase spending; the provisions and its associated costs are not in the budget agreement. In
addition, in one State the Senate would deem provider taxes as approved. We have serious
concerns about these provisions and would like to work with the Conferees to address the
underlying problems.

Return to Work. We are pleased that the Senate bill would allow States to let
workers with disabilities buy into Medicaid. But we urge the Conferees to adopt the version
of this proposal from the President’s 1998 budget, which would not limit eligibility for this
program to people whose earnings are below 250 percent of poverty. We believe that the
Senate-proposed limit would not give States enough flexibility to remove disincentives to
work for people with disabilities.

Criminal Penalties for Asset Divestiture. The Senate bill would amend Section 217 of
the Health Insurance and Portability and Accountability Act 1996 (HIPAA) to provide

sanctions against those who help people to dispose of assets in order to qualify for Medicaid.
We prefer to repeal Section 217 because we believe that the Medicaid laws in effect before



HIPAA are sufficient to protect Medicaid against inappropriate asset divestiture.

Management Information. The House bill would reduce the current detailed Federal
systems design requirements, while requiring all States to participate in a Medicaid statistical
information system. This approach would require States to show that their State-designed
systems meet outcome-based performance standards and would permit the collection and
analysis of person-based data. The Senate did not include this provision. We believe these
changes would cut unnecessary administrative burden while retaining the ability to collect
sufficient information for the effective management of Medicaid.

Alaska FMAP Change. The Senate bill would increase Alaska’s Federal Medical
Assistance Percentage (FMAP) above the level of the current law formula. While we have
consistently supported efforts to examine alternatives to the current Medicaid matching
structure, we believe that changing the FMAP through a State-specific legislative proposal
creates a costly precedent and does not address the underlying inequities in the current
system.

Expansion of the “Hyde Amendment”

Both the House and Senate bills would expand the Hyde Amendment prohibitions on
Medicaid payment for abortion services in order to cover spending on the Children’s Health
Initiative and to codify these prohibitions in permanent law. This provision could deny access
to abortion services to poor women to the extent that States choose to use the children’s
health funding to offer family coverage. As we have repeatedly said, we do not support
limiting access to medically necessary benefits, including abortion services. We will work
with the Congress to resolve this issue,

In addition, the Senate bill contains a provision that redefines the term “medically
necessary services” to exclude abortion services except under certain circumstances. We
oppose this attempt to further constrain the availability of abortion services through this
provision, and we strongly urge the Conferees not to begin writing into the Medicaid law
restrictions of the definition of “medically necessary” that are more appropnately decided by
health professionals.

Children’s Health

We are pleased that the children’s health initiative has been a priority for the House
and Senate. In fact, the Senate bill goes beyond the $16 billion that the budget agreement
provides, allocating $24 billion for this purpose. We strongly support this higher level of
investment and urge the Conferees to invest it wisely to ensure meaningful coverage for
millions of uninsured children. We especially support the Senate provisions for benefits and



cost sharing.

We support a 20-cent increase in the tobacco tax. We agree that such a tobacco tax is
an acceptable complement to the budget agreement, and we endorse using such revenue to
fund important programs for children.

Notwithstanding these achievements, we have serious concerns about the following
House and Senate provisions, which we urge the Conferees to address.

Meaningful Benefits, Cost Sharing/Direct Services. We believe the children’s health

investment should go for health insurance coverage. Thus, we support the Senate’s definition
of benefits and its limits on cost sharing, the latter of which will ensure that low income
children do not shoulder unrealistically high costs that could lead to reduced access to needed
health care. We do not support the direct services option of the House bill because we are
concerned that a State could spend all of its money on one benefit or to offset the effects of
the DSH cuts on certain hospitals, and that children would not necessarily get appropriate
coverage.

Funding Structure. We support the straightforward funding structure of the House
bill. But its proposal for different matching rates for Medicaid and the grant option could
discourage States from choosing Medicaid. We believe Medicaid is a cost-effective approach
to covering low-income children, and we support using the same matching rates for both
options. In addition, we support the House provision that gives States the flexibility to spend
their grant money on Medicaid, a grant program, or a combination of the two. The Senate bill
requires States to choose between Medicaid and a grant option. '

Eligibility. The Senate bill includes a ceiling of 200 percent of poverty. We agree that
the funds should first go for insurance coverage for low-income uninsured children, but we
believe the Senate’s income requirement would limit States’ flexibility to design programs
which best fit their needs.

Use of Funds. We want to ensure that the investment in children’s health goes to
cover children who currently lack insurance, rather than replace existing public or private
funds for children’s health insurance. Thus, we support the Senate’s maintenance of effort
provisions and its prohibition on using provider taxes and donations to fund the State share of
the program. In addition, we want to ensure that the funds are used in the most cost-effective

- manner to provide coverage to as many children as possible. Therefore, we do not support
provisions that allow States to pay for family coverage or pay the employee’s share of
employer sponsored insurance.

Multiple Employer Welfare Arrangements (MEWAs)
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The House bill includes language from H.R. 1515, the “Expansion of Portability
and Health Insurance Coverage Act of 1997,” while the Senate bill includes no such
provisions, We believe that H.R. 1515 has inadequate consumer protections and could lead
to premium increases for small businesses and employees who may bear the burden of
adverse selection. H.R. 1515 would transfer the regulation of a large health insurance
market away from the States by preempting State laws under the Employee Retirement
Income Security Act (“ERISA™). This far-reaching proposal demands much greater
analysis and discussion. We also oppose the provision of the House and Senate bills that
would allow a religious fraternal benefit society plan to establish a Medicare Choices plan; it
would set a precedent for allowing association health plans (such as those allowed under the
House MEWA language) to become Medicare Choice providers.

Continued SSI and Medicaid Benefits for Legal Inmigrants

We are pleased with several provisions in the House and the Senate bills. Both bills
would grandfather immigrants who were receiving SSI benefits as of August 22, 1996, as the
President indicated he would support in a June 20 letter to Budget Committee Chairman
Kasich and Ranking Member Spratt. Both bills also extend the exemption period from five to
seven years for refugees, asylees, and those who are not deported because they would likely
face persecution back home.

We are pleased that the Senate bill, which restores SSI and Medicaid eligibility for all
legal immigrants who are or become disabled and who entered the U.S. prior to August 23,
1996, is fully consistent with the budget agreement. The House bill, however, is not. It fails
to fully restore SSI and Medicaid benefits for all legal immigrants who are or become disabled
and who entered the U.S. prior to August 23, 1996. As the President stated in his June 20
letter, he will not sign legislation that does not include the policy, as the budget agreement
calls for, that protects disabled immigrants. Compared to the budget agreement, the House
bill would protect 75,000 fewer immigrants by 2002. We strongly urge the Conferees to
adopt the Senate approach.

In addition, if resources are available, we urge the Conferees to support several other
Senate provisions. The Senate bill restores Medicaid coverage for future immigrant children;
provides SSI and Medicaid to immigrants who are too disabled to satisfy the requirements
to naturalize; and provides the same exemption period for Amerasian and Cuban Haitian
immigrants as for refugees. We look forward to working with you on these matters.

Welfare to Work

We are pleased that the House and Senate bills would address many of our priorities
for the welfare to work program to some degree, including: the provision of formula grant
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funds to States based on poverty, unemployment, and adult welfare recipients; a sub-State
allocation of the formula grants to ensure targeting on areas of greatest need; appropriate
flexibility for grantees to use the funds for a broad array of activities that offer the promise of
permanent placement in unsubsidized jobs; some funds awarded on a competitive basis; and a
substantial set aside for evaluation. We ook forward to workmg with the conferees to refine
these provisions.

We continue to be concerned, however, about several priority issues. In some cases,
only one Chamber has adequately addressed our concerns; in others, neither has. Some of
these issues fall outside the budget agreement and, had they come up in the negotiations, we
would have strongly opposed them. The issues that concern us the most are highlighted
below, and we urge the Conferees to address them.

'Bgmdangns The challenge of welfare reform -- movmg welfare reclplents mto permanent,
unsubsidized employment -- will be greatest in large urban centers, especially those with the
highest number of adults in poverty. While both the House and Senate bills include formulas
to target funds to these areas to some degree, the Ways and Means provision of the House bill
best accomplishes this goal (of the three provisions in conference) through its division of
funds between formula (50 percent) and competitive (50 percent); its formula grant sub-State
allocation factors and method of administration; and its reserving of 65 percent of competitive
grants for cities with large poverty populations. We believe the Education and Workforce and
Finance Committee versions are inconsistent with the budget agreement, and we urge the
Conferees to adopt the Ways and Means proposal.

Local Program Administration. We strongly believe that cities and other local areas

should manage a substantial amount of all welfare-to-work funds. Congress entrusted mayors
and other local elected officials, working with private industry councils, to administer other
Federal job training funds. We strongly believe these entities can most effectively move
long-term welfare recipients into lasting unsubsidized employment that cuts or ends
dependency, and we supports the House provisions that use existing structures to help
accomplish this goal

Federal Administering Agency. Both bills would require consistency with Federal

TANF strategies. We agree with the goal, and we believe we can most effectively achieve it if
we closely align welfare to work activities with the workforce development system that the
Secretary of Labor oversees. Thus, we believe the Secretary should administer this program
in consultation with the Secretaries of HHS and HUD, as included in titles V and IX
(non-Medicare) of the House-passed bill.

Pedformance Fund. We are pleased that the Senate included a performance bonus

concept. We are concerned, however, that the performance fund simply augments the existing
TANF performance fund without establishing either new expectations for grantees or rewards
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for placing the hardest to serve in lasting, unsubsidized jobs that promote self-sufficiency.
Welfare-to-work funds must generate greater levels of placement in unsubsidized jobs than
States will achieve with TANF and other funds. We urge Conferees to consider a mechanism
to provide needed incentives and rewards for placing more of the hardest-to-serve in lasting
unsubsidized jobs that promote self-sufficiency.

Distrbution of Funds by Year The House provides for a two-year program, with
$1.5 billion in 1998 and in 1999. The Senate bill provides for a three-year program. We want

to work with the Conferees to ensure that the final bill includes an outlay pattern consistent
with an estimate of zero outlays in 2002, as the budget agreement calls for.

Minimum Wage and Workfare

We applaud the Senate for not modifying current law with respect to applying the
minimum wage and other worker protections for working welfare recipients under TANF.
We believe strongly that everyone who can work must work, and everyone who works should
earn at least the minimum wage and receive the protections of existing employment laws --
whether or not they are coming off welfare.

As a result, we continue to have serious concerns that certain welfare recipients would
not enjoy the status of employees under the House bill and, thus, would not receive worker
protections. Although the House bill moves toward ensuring that welfare recipientsin work
experience and community service receive the minimum wage, it fails to provide an effective
enforcement mechanism. Also, while the House bill contains some protections against
discrimination (gender, age, race, and disability) and threats to health and safety, we believe
that its limited grievance procedures are inadequate to ensure welfare recipients receive the
same protections as regular employees, and regular employees receive protection against
displacement.

We urge the Conferees to adopt the Senate position on the minimum wage, grievance
procedures, and worker protections.

[Wft,w.f\_, Non-Displacement

While we support the Senate non-displacement provisions that adopt worker
displacement language from H.R. 1385, we would apply such protections to all welfare
recipients who are moving from welfare to work (as the House provides). In addition, we

- support maintaining the House provision that ensures non-preemption of State

non-displacement laws that give employees greater protections. We-urge-the:Confereesto—z

adapt-the Sepatepropogal. (This paragraph makes no sense!)
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Unemployment Insurance

We are pleased that the House and Senate have included the Unemployment Trust
Fund ceiling adjustment and special distribution to the States that were part of the budget
agreement.

The House bill also includes the provision of the agreement that achieves $763 million
in mandatory savings over five years by authorizing an increase in discretionary spending for
unemployment insurance "program integrity" activities of $89 million in 1998 and $467
million over five years. We urge the Conferees to adopt the House language. In addition, we
are seeking budget process provisions to guarantee discretionary funding for these activities
and the resulting savings. '

Repeal of Maintenance of Effort Requirement on State Supplementation of SSI Benefits

We are pleased that the Senate bill does not repeal the maintenance of effort
requirement on State supplementation of SSI benefits. We strongly opposed to the House
provision, which would let States significantly cut, or even eliminate, benefits to nearly 2.8
million poor elderly, disabled, and blind persons. Congress instituted the maintenance of
effort requirement in the mid 1970s to prevent States from effectively transferring Federal
benefit increases from SSI recipients to State treasuries. The House proposal also could put
at risk low-income elderly and disabled individuals who could lose SSI entirely and possibly
then lose Medicaid coverage. We opposed this proposal during last year’s welfare reform
debate, and we urge the Conferees to follow the Senate approach and not repeal the State
maintenance of effort requirement for State supplementation of SSI benefits.

Additional Work Slots for Individuals Subject to the Food Stamp Time Limits

The budget agreement included $1.5 billion in additional Feod Stamp funding to
encourage work and give States the flexibility to exempt individuals from Food Stamp time
limits due to hardship. The agreement specifically states that existing Food Stamp
Employment and Training (E&T) funds will be redirected and new capped mandatory funding
added "to create additional work slots for individuals subject to the time limits," and it
provides $1 billion for this purpose.

We appreciate that the House and Senate bills would implement the 15 percent
hardship exemption, consistent with the agreement. We are also pleased that both bills
include real maintenance of effort requirements that target the new Federal funding to create
additional work slots, rather than supplanting current E&T efforts. But, we are concerned
that both bills create significantly fewer job opportunities than the five-year target of 350,000
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slots -- 70,000 a year -- that the negotiators discussed. We are particularly concerned about
the House bill, which would create 100,000 fewer slots than the President’s proposal and
about 60,000 fewer than the Senate approach over five years. The House bill also does not
reflect the agreement because it does not target the funding to workslots for the target
population. We believe the final bill should follow the Senate approach in targeting funds to
work slots that meet the welfare reform law’s tough requirements for Food Stamp recipients,
and establishing performance standards to reward States that create additional work
opportunities. We urge the Conferees to follow the Senate approach, with the House
maintenance of effort provision, to make it fully consistent with the budget agreement.

Spectrum

We support a number of the spectrum-related provisions in the Senate and House bills.
We believe, however, that the Senate bill is more consistent with the goals and targets in the
budget agreement, and we urge the Conferees to use it as the basis for conference
negotiations. Specifically, the Senate bill provides for reimbursing Federal agencies for the
costs of relocating to new spectrum bands, so that the Federal Communications Commission
(FCC) can auction, for commercial use, the spectrum that they are now using. This key
provision is essential to prevent agencies from making future multi-billion dollar demands for
additional discretionary funding,.

We have other significant concerns with both bills. First, they fall over $6 billion short
of the savings targets of the budget agreement. They both fail to include two proposals that
the agreement specifies -- the auction of "vanity" toll-free telephone numbers (which would
raise $0.7 billion) and the spectrum fee (which would raise $2 billion). In addition, neither bill
contains a firm date for terminating analog broadcasting (as the budget agreement assumed),
which reduced the CBO’s scoring of the House bill by $2.9 billion, and of the Senate bill by
$3.4 billion. Any delay in returning analog broadcast spectrum will likely impede the rapid
build-out of digital technology, which will create jobs and consumer benefits, as well as
reduce revenues from spectrum auctions. We urge the Conferees to conform the final bill to
these provisions of the budget agreement.

We also request that the Conferees delete the House language that specifies spectrum
bands and bandwidth for reallocation; repeals the FCC’s fee retention authority; waives the
duopoly/newspaper cross-ownership rules; and speeds payments from the universal service
fund. These provisions conflict with good telecommunications policy, and with sound and
efficient spectrum management policy. We also urge the Conferees to amend the overly
expansive definition of “public safety” of the bills; to delete mandated minimum bid
requirements; and to include provisions that would (1) authorize the FCC to revoke and
reassign licenses when an entity declares bankruptcy, and (2) to use economic mechanisms
(such as user fees), other than auctions. We support Senate provisions requiring the FCC to
explain its rationale if it cannot accommodate relocated users in commercial spectrum and to
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consult with the Secretary of Commerce and the Attorney General on assigning new spectrum
made available for public safety.

TANF Transfers to Title XX

We oppose the House provision to allow States to divert TANF funds away from
welfare-to-work efforts to other Title XX social service activities. The Senate includes no
such provision. The budget agreement did not address making changes in the Title XX
transfers provisions, and we strongly urge the Conferees to drop these provisions.

VYocational Education in TANF

We are concerned with the House and Senate provisions on vocational education in
TANF. The House bill includes two sets of provisions -- one from the Ways and Means
Committee, the other from the Education and Workforce Committee -- which narrow the base
of eligible recipients against which the cap on vocational education applies. The Ways and
Means Committee excluded teen parents in school from the cap, and set the cap at 30 percent
of the narrower base, while the Education and Workforce Committee makes no other
changes. The Senate bill maintains the existing base, but removes teen parents who attend
school from the 20 percent cap on vocational education. The budget agreement did not
address changes in TANF work requirements regarding vocational education and educational
services for teen parents, and we strongly urge the Conferees to drop these provisions.

State SSI Administration Fees

The House bill includes a provision, consistent with the budget agreement, to raise the
fees that the Federal Government charges States for administering their State supplemental
SSI payments and to make the increase available, subject to appropriations, for SSA
administrative expenses. This proposal would help to collect about $380 million over five
years, to be spent upon receipt. The Senate bill does not reflect this provision of the budget
agreement, and evidently assumes that the proposal that the Appropriations Committee will
implement the proposal. The budget agreement, however, anticipated revenue from this
proposal over the full five years, and Congress should enact it as part of the reconciliation bill,
rather than on a year-by-year basis. Consequently, we urge the Conferees to adopt the House
provision.

Housing

We are pleased that the House and Senate bills include provisions to produce savings
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by reforming the FHA Assignment program and making appropriate reductions to Section 8
annual adjustment factors. We are concerned, however, about two additional provisions of
the Senate bill.

The bill would not transform FHA multifamily housing restructuring in the most
efficient, effective fashion. By ruling out the possibility of portable tenant-based assistance,
the bill would limit tenants’ ability to find the best available housing and prevent projects from
developing a more diverse mix of income levels. By establishing a preference for delegating
restructuring tasks to housing finance agencies, the bill places an unnecessary constraint on
HUD's ability to design the most effective partnerships. Finally, since Congress did not
address tax issues explicitly, the Senate bill does not resolve impediments that could
discourage owners from participating in a restructuring process.

We are concerned about Section 2203 of the Senate bill, which repeals Federal
preferences for the Section 8 tenant-based and project-based programs. We have supported
such repeals only if they come with income targeting that would replace the Federal
preferences. That targeting would ensure: 1) that the tenant-based program continues to
mostly serve extremely low income families, with incomes below 30 percent of the area
median income and 2) that all developments in the project-based program are accessible to a
reasonable number of extremely low income families.

Privatization

The House bill would allow for privatizing eligibility and enrollment determination
functions in Medicaid and Food Stamps. The Senate bill would not. While certain program
functions, such as computer systems, can now be contracted out to private entities, the
certification of eligibility for benefits and related operations (such as obtaining and verifying
information about income and other eligibility factors) should remain public functions. Thus,
we strongly oppose the House provision, and we urge the Conferees to follow the Senate
approach.

Student Loans

We are pleased that both bills bill include $1.8 billion in outlay savings, including $1
billion in Federal reserves recalled from guaranty agencies, $160 million from an end to the fee
paid to institutions in the Direct Loan program, and $603 million in reduced Federal student
loan administrative costs. All of these provisions are consistent with the budget agreement,
and the savings are achieved without raising costs on, or reducing benefits to, students and
their families.

But, we oppose a provision in both bills, unrelated to the budget agreement, requiring
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administrative cost allowances (ACAs) to guaranty agencies in the Federal Family Education
Loan (FFEL) program at a rate of .85% of new loan volume -- paid from mandatory funding
authorized under Section 458 of the Higher Education Act of 1965 (HEA) from 1998 to
2000. This provision would create a new Federal entitlement, and it would inappropriately
limit the funds available to the Secretary to effectively manage the FFEL Program. Any -
allowance to these agencies should bear some relationship to the costs these agencies incur,
and should not be based on an arbitrary formula. This is an issue more appropriately left for
the Higher Education Act (HEA) reauthorization.

We strongly prefer the House language for cutting student loan administrative costs.
- It specifies that the Education Department may use administrative funds authorized under
section 458 of the HEA to operate the FFEL program and the Direct Loan program. Under
the Senate language, the Secretary would lack adequate funds to administer the FFEL
program effectively.

We also oppose a House provision that would stipulate that an 18.5 percent guaranty
agency retention allowance on default collections that result from defaulted loans reentering
repayment through loan consolidation. This provision, now specified in regulation and letters
as “up to” 18.5 percent, would codify this share at 18.5 percent without regard to the actual
expenses that the guaranty agencies incur. This issue also should be resolved in the upcoming
HEA reauthorization. '

Smith-Hughes

We are pleased that the House bill would repeal the Smith-Hughes Act of 1917 and is
consistent with the budget agreement. The Senate bill does not include such a provision,
although it finds the agreed-upon 329 million savings from the student loan programs. In the
light of the $1.2 billion annual appropriation under the Carl D. Perkins Vocational and
Applied Technology Education Act, we see no justification for $7 million in mandatory
spending a year under Smith-Hughes. We urge the Conferees to adopt the House provision.

Budget Process

On budget process, the House and Senate bills generally follow the budget agreement.
We appreciate the provisions to extend the discretionary caps to 2002 at the levels in the
agreement, to create a firewall between defense and non-defense spending for 1998-99, to
provide an adjustment for international arrears and an IMF quota increase and New
Arrangements to Borrow, and to otherwise extend and update the Budget Enforcement Act
along the lines of the budget agreement.

In some respects, however, the House or Senate bills are not fully consistent with the
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budget agreement. In other respects, the bills include provisions about which we have serious
concerns. For instance, the House bill extends the “paygo” requirements of current law to
2006, rather than 2002, as provided in the budget agreement and the Senate bill; contrary to
the current paygo system, both bills provide that only net deficit increases in the prior year,
rather than both increases and decreases, would count under the paygo "lookback” procedure;
the House bill does not provide for the transportation reserve funds that the budget resolution
established for highways, Amtrak and transit; and the bills do not include the technical
changes to fully extend the Budget Enforcement Act, as the agreement calls for. These
changes include a budget authonty allowance for technical estimating differences between
CBO and OMB, as current law provides; a reserve fund for unemployment integrity to carry
out the mandatory savings of the agreement; and a technical change to the existing Continuing
Disability Reviews (CDR) adjustment to account for the conversion of obligation fimitations
to budget authority (House). In addition, the House bill would require a cumbersome
notification procedure for the detailed scoring of each paygo or appropriations bill.
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